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THE ECONOMIC JOURNAL 


JUNE 1950 


SOME PROBLEMS IN THE PURE THEORY OF 
INTERNATIONAL TRADE 


I 


THE present article discusses certain elaborations and applica- 
tions of the now familiar and widely used presentation of the 
theory of comparative cost in terms of opportunity cost. It is 
largely an essay in welfare economics. I shall, however, not 
discuss the issue of real or labor cost vs. opportunity cost, because 
it would not serve any useful purpose. For, as Samuelson once 
said, ‘‘ the doctrine of opportunity cost, properly stated, in no 
way contradicts the so-called pain cost theory of value. In fact, 
when stated with full qualifications, the doctrine of opportunity 
cost inevitably degenerates into the conditions of general 
equilibrium.” !_ The issue seems to me no longer a live one, and 
its discussion can therefore be appropriately relegated to a 
footnote.” 


1 ** Welfare Economics and International Trade,’’ American Economic Review, 
Vol. 28, 1938, p. 263. 

2 Ten years later Samuelson seems to have forgotten what he had written in 
1938. In June 1948 in the Economic Journat he said: ‘‘ Professor Viner has 
steadfastly maintained the more general equilibrium approach of Walras, Pareto 
and Marshall against his opponents Knight, Haberler and Robbins. And one by 
one they have either had to maintain an empirically gratuitous position (that all 
factors must be perfectly inelastic in total supply and indifferent between different 
uses) or else have had to reformulate the opportunity cost doctrine so that it 
becomes not only a rather awkward mumbo-jumbo but loses all novelty and 
distinctiveness as well” (p. 182). ; 

It could be easily shown that Béhm-Bawerk himself had already in 1894 (see 
his article ‘‘ Der letzte Massstab des Giiterwertes ’—1894, Reprinted in Gesam- 
mette Schriften von Béhm-Bawerk, ed. F. X. Weiss, Vienna, 1924, especially pp. 
428 et seq.) extensively, though perhaps not quite satisfactorily in all details, 
discussed the simplifying assumptions stated in parenthesis above which Samuel- 
son chooses to call a “ gratuitous position.” These assumptions can, therefore, 
hardly be characterised as subsequent concessions grudgingly made “‘ one by 
one.” 

Viner himself admits that the opportunity-cost approach (in the narrow, 
unqualified sense) is superior to the real-cost approach ‘‘ in the case of land use ” 
where ‘‘ real costs are absent or unimportant ”’ (Studies, p. 520). He speaks of a 
“‘ genuine contribution ”’ of the opportunity-cost technique “‘ to the treatment of 
land-use costs.”” Surely, what holds of land also holds of other factors to some 
extent even of labor (ibid., p. 525). He insists that ‘‘ the opportunity-cost form 
No. 238—voL. Lx. Q 
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II 


As is usual in such discussions, I shall use a two-country, 
two-commodity approach. One country may stand for the rest 
of the world, and the external terms of trade will be assumed to be 
given. This does not mean that what will be said applies only to 
a country of so negligible a size in the world economy that it 
literally cannot by its action influence its terms of trade. It only 
means that the country is supposed to act competitively and that 
the possibilities of monopolistic doctoring of the terms of trade 
and oligopolistic or bilateralistic complications will not be dis- 
cussed in the present paper. Dynamic aspects will also be ignored. 

Let us now start with the familiar diagram (Fig. 1) showing a 
production opportunity curve AB, which represents the maximum 
combinations of A and B that can be produced. The curve is 
drawn under the assumption of constant (inelastic) supply of 
factors of production and of perfect competition in the factor and 
product markets.1_ The curve is drawn concave towards the origin 
signifying increasing opportunity cost of A in B and of B in A. 
Assume that in the absence of trade production takes place at 
point P, output (national income) being Oa of A and Obof B. The 
tangent to the curve at P has then a double meaning: Its slope 





of the income approach has no obvious advantage as compared to an outright 
income approach ”’ (ibid., p. 520). 

Now I never regarded the opportunity-cost theory as anything but an ‘“‘ out- 
right” income approach, in fact nothing but a somewhat simplified general 
equilibrium approach; and it does not require excessive generosity and tortuous 
interpretations to see that this is also the attitude of the other (including the 
original) propounders of the theory. Everybody seems to be agreed, in principle, 
on which factors have to be taken into consideration as determinants of income 
or, better, of economic welfare. But not being sufficiently skilful mathematicians, 
most of us resort to simplifications and allow for factors from which we abstract 
in our simplified models by means of somewhat vague verbal qualifications. 
Without pursuing this matter farther, I would still say that the simplifications 
made in the (unqualified) opportunity-cost approach are empirically much less 
absurd than those resorted to by any real-cost or pain-cost doctrine; the oppor- 
tunity-cost approach is more fertile, because it can be readily extended into a 
general equilibrium system. It is therefore not surprising that the opportunity- 
cost approach has gained more and more popularity, and that it is used even by 
those who, in principle, attack it. (See, e.g., Samuelson in the very article from 
which the passage cited above is taken, and Stolper and Samuelson, ‘‘ Protection 
and Real Wages,” Review of Economic Statistics, 1941.) 

1 The assumption of inelastic factor supply is made for convenience, but is 
strictly speaking not necessary. How the production-opportunity curve is 
to be derived from the production functions of the two commodities is shown in 
W. F. Stolper and P. A. Samuelson, ‘‘ Protection and Real Wages,” Review of 
Economic Statistics, 1941, reprinted in Readings in the Theory of International 
Trade, Philadelphia, 1949. Stolper and Samuelson, too, assume inelastic factor 
supply. If they did not, they would need two additional dimensions, and their 
box diagrams would not work. 
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indicates (1) the exchange ratio between A and B, one unit of A 
being exchanged for two units of B (this is, of course, the re- 
ciprocal of the money price ratio and of the ratio of marginal 
money cost of A and B) and (2) the marginal transformation ratio : 
for one unit of A that is given up, two units of B can be produced. 


‘eatin OFA 





sai 


° b b' 6B 
Fig. 1. 

















QUANTITIES OF BL 


It is very important to keep these two meanings apart, for only 
under special conditions will the two ratios be identical. These 
conditions are, roughly speaking, competition, indifference of 
factors with respect to the industry in which they are employed, 
and absence of external economies and diseconomies. If any one 
of these two conditions is not fulfilled, the exchange ratio (price 
ratio) and transformation ratio will diverge from one another and, 
as we shall see presently, very important welfare consequences 
flow from this divergence. 

Assume now that trade is opened and the international-trade 
ratio is given by the slope of line P’7'’. That is to say, abroad one 
B buys about two As, while at home one B can be exchanged for 
only half an A. Our country will therefore specialise in B. 
Commodity A, which is cheap abroad, will be imported, while B, 
which is cheap at home, will be exported. The production point 
will travel from P to P’, where the marginal transformation ratio 
is equal to the new exchange ratio, and by trade the country will 
then move to, say, 7', exporting P’C of B in exchange for CT of A. 

How is the precise location of 7’ on the line 7'P’ determined ? 
For our purposes it will be sufficient to answer: by demand 
conditions. Some writers prefer to say that the location of 7' is 
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determined by the point of tangency of the trade line with an 
indifference curve. It must not be forgotten, however, that a 
shift in production will usually be accompanied by a redistribution 
ofincome. This precludes the uncritical application of community 
indifference curves, either as an explanatory device (we cannot 
say ‘‘ the community ” will choose the most preferred point on the 
trade line, because “the community ” does not do any choosing 
except in a centrally planned economy) or as a criterion of 
welfare (we cannot simply say any point 7 on the trade line is 
“ better ”’ than P, on the ground that it obviously lies on a higher 
indifference curve). Things are not as simple as that. But we 
shall not pursue this matter any further, and the reader who 
wishes to think in terms of indifference curves may do so for the 
purposes of the present paper.! 

But that point 7’ is ‘‘ superior,” i.e., represents larger “‘ national 
income ” or “ economic welfare ” than point P, can be established 
without making use of indifference curves. If 7' is above and to 
the right of P, a larger quantity of A and B is available after trade 
than before, and it is natural to call this a superior position. If 
T were, as it may well io, above P but to the left of it, say at 7”, 
there would be consumed after trade more of A but less of B. In 
what sense, then, can 7” be said to be a “ better” position than 
P? Treject the anthropomorphic argument to the effect that the 
society could have chosen 7’, which is superior to P, and since it 
actually chose 7”, this, a fortiori, must be better than P. This 
argument is unsatisfactory, at least for an individualistically 
organised economy. In such an economy what is to be regarded 
as a better position, a larger national income or superior welfare 
position must be defined in terms of individual incomes or welfare 
positions.. Modern welfare economics has, however, shown that 
in the following sense the situation after trade can be said to be 
better than before: if income were appropriately redistributed, 
every individual could be made better off than before.” It is not 
necessary that income will actually be redistributed so that 
everybody will in fact be better off; there will practically always 
be some individuals who are worse off than before. But it is 

1 T. de Scitovszky, in his article ‘‘ A Reconsideration of the Theory of Tariffs ” 
(Review of Economic Studies, 1942, reprinted in Readings in the Theory of Inter- 
national Trade) has made the only serious attempt, as far as I know, at constructing 


community indifference curves, taking into account changes in the income distri- 
bution. His solution of the problem is, however, not entirely satisfactory in my 
opinion. 

2 See especially Samuelson’s formulation in ‘‘ The Gains from International 
Trade ” (Canadian Journal of Economics and Political Science, 1939, reprinted in 
Readings in the Theory of International Trade). 
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sufficient that everybody could be better off. That is the definition 
of what is meant by saying that one situation is better and 
constitutes a larger national income than another. 


III 


What we have stated above is an ideal case which underlies 
much of the free-trade reasoning. Everybody knows, of course, 
that it is an idealised case which is never completely realised in 
actual practice. There are many types of frictions and deviations 
from the ideal conditions caused by monopolistic and oligopolistic 
imperfections of the market, external economies and diseconomies, 
price and wage rigidities, lack of information, irreversibilities of 
the various curves involved, etc. Each of these conditions may 
operate in such a way as to make certain deviations from the free- 
trade policy rational on purely economic grounds. But these 
imperfections may just as well be such as to strengthen the 
economic case for free trade. A mere enumeration of possible 
imperfections and deviations from the ideal case does not prove 
more than the possibility that certain controls might be beneficial 
(provided of course that they are efficiently administered—which 
amounts to assuming quite a lot). On this practically all econo- 
mists agree. In order to prove that the restriction of international 
trade (rather than the opposite) is justified, it is necessary to show 
that these imperfections are persistent (in other words that there 
is not even a tendency for the ideal situation to work itself out) 
and that they persistently operate in such a direction as to 
weaken (rather than to strengthen) the case for free trade.’ 

I shall now illustrate this by discussing with the aid of our 

1 It should be clearly realised that such a statement necessarily implies a 
value judgment on the part of the scientist, and in that sense is not entirely ob- 
jective. But it seems to me that the formula in the text expresses clearly what 
we have in mind, when we say that trade (under certain assumptions) or something 
else, say technological advance (again under certain assumptions) increases 
national income and economic welfare. There are, of course, other alternative or 
supplementary valuations possible: for example, certain value postulates with 
respect to inequality of income distribution could be introduced. Moreover, it 
may be questioned whether a situation in which more goods are available for 
everybody is under all circumstances to be regarded as a better situation. But 
we need not go into these questions in the present paper. 

2 The above list is not meant to be a complete catalogue of cases in which a 
certain amount of control can be justified. For example, protection for the pur- 
pose of improving the terms or for changing the income distribution will not be 
discussed in the present paper. 

* Thomas Balogh does not betray any awareness of the complexity of these 
issues, and seems to believe that he has proved something by a loose and inexact 


enumeration of possible deviations from the competitive ideal. ‘‘ The Concept of 
a Dollar Shortage,” The Manchester School, May 1949, p. 188. 
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diagrammatic apparatus a few cases of real and imaginary devia- 
tions from the ideal type. 

It is often said that perfect mobility of factors within each 
country is a necessary condition for the ideal classical model. The 
old classical assumption of international immobility vs. national 
mobility of labor! is undoubtedly responsible for this miscon- 
ception.2 It can be easily shown, however, that what really 
causes trouble and may make trade detrimental and justify 
protection is rigidity of factor prices, which may or may not be 
associated with immobility of factors. 

If perfect mobility of factors between industries were required, 
the theory of comparative cost would indeed be useless. For it is 
obvious that land and other natural resources as well as man- 
made factors of production, such as fixed capital, are in fact 
immobile locally and occupationally. So is labor to a large degree, 
at least in the short run. In order to bfing the basic principles 
out quite clearly, let us make the extreme assumption that there 
is no factor mobility whatsoever. (This assumption is, of course, 
even more unrealistic than the opposite extreme of perfect mobility. 
In any real economy there is a large amount of mobility, even if 
labor is occupationally almost entirely immobile, through the 
possibility of redirecting intermediate goods such as iron and steel 
and other materials and fuels, certain types of machinery, trans- 
portation services, etc., from one industry to the other.) 

Under this highly unrealistic assumption the production 
opportunity or transformation curve shrinks to the broken line, 
aPb* (Fig. 1). If all factors are in inelastic supply (implying that 
their prices are perfectly flexible), production will take place at 
point P. Assume that before trade the exchange ratio between 
A and B is the same as before, i.e., is given by the slope of the 
straight line drawn through P. (It is true we cannot now say that 
it is equal to the marginal rate of transformation, because there is 
none if there isa kink at P. But we need not discuss here how the 
exchange rate is determined. If we permit ourselves the use of 
community indifference curves, we would say that the slope of the 


1 Ohlin makes the same assumption as the early classical writers for his 
‘*‘ region.” His inter-regional trade is the same as classical international trade, 
for regions are characterised by internal-factor mobility. See his Interregional 
and International Trade. 

2 See, e.g., Thomas Balogh, op. cit. This paper is a convenient and inexhaust- 
ible store of fallacies and misconceptions in this field. He says ‘‘ there must be 
free internal mobility of factors ’’ (p. 188). 

3 It could be objected that in this case there is, by assumption, no trans- 
formation possible. This is quite true; still it is useful to regard the broken line, 
aPb, as a degenerate transformation curve. 
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indifference curve going through P determines the exchange ratio 
between A and B.) 

Now assume foreign trade is opened at the rate shown by the 
trade line T'P’. The production point will stay where it was, but 
the country will import a certain amount of A in exchange for B 
and move to, say, 7”. 

T” is certainly inferior to 7 or 7’, and its superiority over P 
is not so obvious as that of 7. Still it can be shown that with 
trade the country is better off than without in exactly the same 
sense as in the case of J’: By redistributing income it would be 
possible to make everybody better off, although in fact the A- 
producers will be worse off and the B-producers better off than 
before.? 

Now let us introduce in addition to immobility of the factors 
complete rigidity of factor prices. A-producers are, say, organised 
and their union does not permit any reduction of their members’ 
real wage in the face of falling demand and a lower price of A. 
In that case, production of A will fall, and some (or all) A- 
producers will become unemployed. Production will fall to, say, 
P”, and the trading point may be 7”’”, which is clearly inferior 
to P. Conversely, if by a tariff or some other protective device 
the status quo ante is restored, the result is a definite improvement. 
Protection thus may become highly beneficial.” 

A number of questions remain to be answered. First, how is 
point P” determined? Why is it not higher up or lower down? 
We may say that the extent to which production will fall depends 
on the shape of the marginal-cost curve. Production will fall to 
that point where marginal cost has fallen to the price level at which 
A is being imported. If the production function is homogeneous 
and all factor prices are rigid, constant costs will prevail and 
production of A will cease altogether. We need not, however, 
make such extreme assumptions. If the production function is 
not homogeneous or if some factor prices are not rigid (the price 
of land and of fixed capital equipment are likely to fall, in other 


1 The redistribution of income will, naturally, be much more drastic than 
in the case of mobility of factors. In fact, it may socially be intolerable. 

On the other hand, it is perhaps worth pointing out that the distributional 
aspect may be absent: Suppose A and B are in joint supply (although without 
any possibility of changing their proportion). Then it would be impossible to 
distinguish between A and B-producers. 

In terms of indifference curves, it is clear that 7” is superior to P. 

2 If we make, however, the by no means unreasonable assumption that in 
the meantime wages of the B-producers have become rigid at the new real wage- 
level, a tariff will not carry us back from T’”’ to P. While production of A will 
expand, production of B will shrink, and we shall arrive at a point to the left 
and probably below P. 
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words, these factors are likely to be in inelastic demand—barring 
dynamic complications, ¢.g., expectations that the price change 
will not last) or if inefficient workers will be dismissed first or if 
efficiency all around goes up, as is likely to be the case when 
unemployment rises—in all these cases marginal cost will fall 
when output is reduced, and P” will not move all the way 
down. 

A second question is whether 7”” is necessarily inferior to P. 
The answer is no, not necessarily, not even if production of A 
ceases altogether. Suppose that the international terms of trade 
are extremely favorable, that is to say, that the trade line is very 
steep, for example, 67” (not drawn in the diagram). Then it 
would be possible to reach 7” or a still more favorable point 
beyond 7” on the line 67”. This.is really obvious: If any com- 
modity can be obtained from abroad almost without cost, it 
would be better to discontinue production altogether, even though 
it involves a lot of unemployment.} 

What we have proved is the possibility of an unfavorable 
outcome, not its necessity. This possibility is, naturally, the, 
greater the lower the production point (i.e., the greater unem- 
ployment) and the less favorable (7.e., the less steep) the trade 
line. 

A third question concerns the implied change from the assump- 
tion of inelastic to that of perfectly elastic factor supply. For 
absolute rigidity of factor prices is equivalent to perfect elasticity 
of factor supply, while previously we assumed (for simplicity) 
inelastic factor supply. 

Two kinds of supply curves of labor must be carefully distin- 
guished : (a) The supply curve of the individual worker reflecting 
his subjective preferences for work (or income) as against leisure, 
and the market supply obtained by adding all individual supply 
curves; (6) the market supply curve as determined by union 
policy (or minimum-wage legislation or some other collective 
regulation). I suggest that failure to distinguish between these 
two meanings of labor supply has confused the discussion about 
voluntary vs. involuntary :nemployment. What is really meant 
by involuntary unemployment is an excess of supply in sense (a) 
over actual demand, more people wishing to work at the current 


1 Of course, under the extreme assumption made with respect to complete 
factor immobility, it would be still better to let production of A continue and to 
import additional amounts. But that would require either flexibility of wage- 
rates of A-workers or an arrangement by which some of the gains made by 
B-producers through cheap imports of A can be transferred to the A-producers so 
as to maintain their real] wage. 
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wage than can be employed. This is quite compatible with 
supply in sense (6) being equal to demand.* 

There would be complications from the point of view of the 
welfare interpretation, if contrary to our assumption the supply 
curve in the sense (a), i.e., the subjective, individual supply 
curve of labor, were not inelastic. Although it is impossibly 
unrealistic, let us assume that labor supply in that sense is 
entirely elastic. (Assume, for example, that people have income 
from other sources and don’t care for work below a certain wage- 
level.) In that case the resulting unemployment would have to 
be called voluntary. Point 7’ need then not be called inferior 
to P. If namely, economic welfare is then defined not only in 
terms of products A and B, but also interpreted to make allow- 
ance for “irksomeness” of labor, the reduction in commodity 
supply implied by 7’ as compared with P would be offset by 
more leisure.” 


IV 


We have proved for the extreme case of factor immobility and 
factor-price rigidity that trade may be very detrimental. It 
should be observed that no adverse multiplier effects depending 
upon a temporary excess of imports over exports are involved. 
The balance of payments is in equilibrium all the time. The 


1 We may put the distinction in the following way : from the point of view of 
the preference of the individual workers, that is to say, from the welfare standpoint, 
unemployment is involuntary ; but from the point of view of the union it is volun- 
tary, because the union voluntarily withholds labor supply at a lower wage. This 
does, however, not necessarily mean that the unions act against the wish of their 
members, not even of their unemployed members. 

I think that our construction is in accord with, in fact gives life to, Prof. T. 
Haavelmo’s forbiddingly abstract scheme: ‘‘The Notion of Involuntary 
Economic Decisions ” (Econometrica, Vol. 18, No. 1, January 1950, pp. 1 et seq.). 
Haavelmo is troubled, as any theorist who values precision and clarity may well 
be, by the problem of how to interpret and to reconcile with accepted theoretical 
notions the concept of “‘ involuntary ”’ decisions and “‘ involuntary *’ unemploy- 
ment. He reaches the sensible conclusion that “‘ the concept of involuntary 
decisions is related to the comparison of alternative economic systems, and not 
to the decisions within a given system ”’ (loc. cit., p. 2). 

Applied to our case we would have to say, that in a system not characterised 
by wage rigidities employment would be larger, and the difference in the amount 
of unemployment between the two systems is ‘‘ involuntary unemployment.” 

2 It is a terminological question whether in this case we should distinguish 
between national income and economic welfare, the former being defined in 
terms of products only, while the latter makes also allowance for disutility of 
labor and similar factors. It may be also observed that the case takes on another 
complexion, if labor supply becomes very elastic (as is likely to be the case) at 
a very low wage-level. It then would sound rather artificial, if not callous, to 
say that those workers who do not care for work at a very low wage “‘ don’t care ”’ 
for work and “‘ prefer leisure.” But we cannot pursue this matter at this point. 
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detrimental effect of trade, the failure to reach an optimum, is 
entirely due to the fact that a static optimum condition is not 
fulfilled : the equality between the price ratio and the marginal 
substitution ratio is not preserved.1 The exchange ratio (reci- 
procal of money-price ratio) is given by the slope of P”’7"”, 
while the ratio of marginal transformation is given by the slope 
of Pb (as was explained above, aPb can be regarded as a degenerate 
transformation curve). Thus, because the price mechanism does 
not function properly, the price line cuts the transformation curve 
instead of being tangential to it.? 











Fia@. 2. 


It will be instructive to apply now the argument to a less 
extreme case in which only some, not all, factors are immobile 
and only some factor prices are rigid. 

In Fig. 2, we compare three cases, 7’, J’ and J”. We have 
two transformation curves. The outer one APB is drawn under 
the assumption that most factors can be shifted and that the price 
system functions competitively. It thus portrays the “ ideal” 
case. If P is the situation before trade, the country moves by 
production from P to p, and from there by trade to 7’. 

Now let us start from the same initial position P, but assume 
that a number of factors are immobile. The reason for the im- 


1 This is an optimum condition, because we assumed, for simplicity, the 
terms of trade as given. If that assumption were dropped we would have to 
substitute for the international price ratio what might be called the ‘‘ marginal 
terms of trade.” 

2 We may also say the ratio of private marginal cost, which determines, and 
is equal to, the price ratio (since the commodity markets are assumed to be 
competitive), does not reflect the social ratio of marginal substitution. 
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mobility may be technological or unwillingness to move. Then 
we get a more sharply curved transformation line, aPb, inside 
APB. This curve might well be regarded as a short-run curve, 
inasmuch as in the short run factor mobility is in all probability 
much less than in the long run. We assume, however, that factor 
prices are still in inelastic supply, and that competition prevails, 
all prices including wages being perfectly flexible. 

This case is then, in principle, no different from the preceding 
one. The country will move by production from P to p’, and from 
there to 7” by trade. 7” is inferior to 7’, but superior to P. The 
inferiority of J’ compared with 7' is due to the fact that owing to 
the reduced mobility of factors or, in other words, due to the lower 
adaptability of production, the output of B cannot be expanded 
so much as previously when the output of A is reduced. It 
should be also observed that when the production of A contracts, 
it is quite likely that certain factors of production will become 
idle; but only after their prices (imputed value) have fallen to 
zero. Suppose A is wheat growing, then marginal pieces of land 
will be abandoned. (On the other hand, in the B industry extra 
marginal factors may be drawn into employment.) The existence 
of unused free goods, extra marginal land, machinery, buildings, 
mineral deposits or even labor does, however, not constitute 
unemployment, although its emergence may constitute extreme 
hardship for the owners of the factors which have become worth- 
less. The hardship is, of course, especially conspicuous in the case 
of labor, but is not necessarily confined to it. In the case of labor 
there is the further complication that its supply is surely not 
inelastic at low wages. Therefore labor will become unemployed 
long before its price has fallen to zero. But we come to this point 
presently. 

The third case is distinguished from the second by the fact that 
in addition to immobility we assume price rigidity for some 
factors. We ought, then, to draw a third transformation curve 
more sharply curved than, and inside, the second one. But for 
simplicity I use the curve aPb again. It, thus, illustrates two 
alternative cases. 

If the price mechanism does not work competitively, if certain 
factors used in the production of A cannot shift to industry B and 
refuse to accept a price cut, but choose to become unemployed, 
the price line will cease to be tangent to the transformation curve. 
The country will move by production from P to (say) p”, and by 
trade from p” to, say, T”. 

T” is inferior to P, and trade is therefore detrimental. What 
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was said in the preceding section concerning the precise location 
of p” and the possibility of 7” being superior to P applies also to 
the present case. 

Why the two cases (the case of mere immobility and the case 
of price rigidity) lead to different results can be explained as 
follows. In the “ ideal” case we have the following equilibrium 
conditions : the money prices of A and of B are equal to their 
respective marginal cost. Each factor is remunerated according 
to its marginal productivity, and all factors that are willing and 
able to move receive the same remuneration in both industries. 

Now suppose that output of A is reduced by one unit. A 
marginal cost’s worth of factors is thereby set free. But these 
factors produce the same value in industry B. It follows that the 
price ratio is equal to the marginal rate of transformation.1_ No 
factor released from industry A becomes unemployed unless its 
price has fallen to zero, i.e., unless its marginal productivity has 
vanished. Hence the existence or emergence of unutilised extra- 
marginal factors does not affect the equality of the price and 
substitution ratio. 

In the other case where some factor prices are rigid, factors 
become unemployed before their price has fallen to zero. Hence, 
when the production of A is curtailed by one unit, the production 
of B is expanded by less than the corresponding value because 
some of the factors go into unemployment rather than into employ- 
ment in B. Therefore, the price ratio is not equal to the marginal 
rate of transformation. Expressed differently, the ratio of 
private marginal cost of A and B does not reflect the social ratio 
of marginal substitution, or, shorter, private and social cost 
deviate from one another.? 


1 This is, of course, true only if, as we assumed, the wage of those factors 
which can move is the same in both industries. Suppose factors can move freely, 
but that there exists a definite wage differential, wage-rates in one industry being, 
say, 20% higher than in the other; then the price ratio would not be equal to the 
marginal ratio of substitution. This is true whatever the cause for the existence 
of the wage differential. The welfare implications are, however, different accord- 
ing as to whether the wage differential is based : (a) on preferences of the workers 
(e.g., the one type of work being more disagreeable than the other) or (b) on an 
arbitrary regulation. (See Viner’s critique of Mihail Manoilesco’s ‘‘ The Theory 
of Protection and International Trade ”’ in Journal of Political Economy, 1932, 
p. 121, and my Theory of International Trade, p. 197. This case could be analysed 
with the help of our diagrammatic apparatus. In fact Fig. 3 below could be 
used without any change to portray this case. 

2 In Pigou’s terminology: Private and social marginal net product do not 
coincide. 

The reader should remember that we have assumed inelastic supply of labor 
as far as the individual workers are concerned (as distinguished from the market 
supply as determined by collective action). This implies that our welfare scheme 
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We have established the possibility (though not necessity) of 
detrimental effects of trade in case of rigid prices and of beneficial 
effects of protection in the case of unemployment. It should be 
remembered that unfavorable multiplier reactions are excluded 
and changes on the income distribution ignored. 

How important is the case here analysed? Is it a theoretical 
curiosum or a matter of practical importance ? 

It is dangerous to jump from such an abstract model to 
practical application, and there is room in an article not even for 
a sketch of how to fill the gap. Still I venture to say that, at 
least in the short run, it is a matter of serious practical concern. 
However, even in the short run certain qualifications would have 
to be made, protection would not be more than a pis aller and 
rational policy should not be concerned entirely with short-term 
considerations. But we cannot pursue these thoughts any farther 
at this point. 


V 


In this section two other cases will be briefly analysed which 
give rise to a deviation of price ratio from the marginal rate 
of transformation. Unemployment is not involved in either 
case. 

The first case is the much-discussed case of external economies 
or diseconomies.! It is usually thought to be connected with the 





includes only alternative product cost and ignores other elements, e.g., possible 
differences in the ‘‘ irksomeness of labor ”’ in the two lines of employment. In 
other words, economic welfare (national income) is defined in terms of products 
A and B only. We could, of course, introduce in addition to that disutility of 
labor. If the rigidity of factor prices, 7.e., elasticity of factor supply, were due 
to individual preference rather than to collective regulation, that is to say, if 
individuals preferred to go idle rather than to work below a certain wage, case 3 
(T”) would not involve a welfare loss as compared with case 2 (7’), because the 
loss in terms of product would be voluntary : a certain amount of product would 
be voluntarily foregone in exchange either for more leisure or in order to avoid 
subjective or material cost of working. 

To avoid misunderstanding, it should be emphasised that this construction 
does not neglect or minimise the hardship imposed on the owners of the factors 
whose income has fallen. These hardships may be severe, they may be socially 
intolerable. Compare what was said above concerning the neglect of income 
redistribution in the global welfare calculation. It is, of course, always possible 
to introduce additional value postulates concerning income distribution. 

1 The literature is fairly voluminous. See especially the famous controversy 
between F. P. Graham and F. H. Knight. Graham, ‘‘ Some Aspects of Protection 
Further Considered ” (Quarterly Journal of Economics, Vol. 37, 1923, p. 199 et seq.) ; 
Knight, ‘‘ Some Fallacies in the Interpretation of Social Cost” (ibid., Vol. 38, 
1924, p. 582; Reply and Rejoinder, ibid., Vol. 39). J. Viner has an illuminating 
review of the whole issue in his Studies (pp. 475-81). J. Tinbergen, International 
Economic Co-operation (Amsterdam-New York, 1945) devotes Appendix I, 
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case of decreasing cost. Decreasing cost may be due to external 
economies. The assumption of external economies is, then, a 
way of making decreasing cost compatible with competition. 

External economies (or diseconomies for that matter) need, 
however, not be associated with decreasing cost. Social as well 
as private costs may be increasing, and the underlying situation 
may therefore be quite stable and still there may be a deviation 
between social and private cost due to external economies or dis- 
economies, i.¢., due to certain cost-raising or cost-reducing factors 
which would come into play if one industry expanded and the 
other contracted—factors which for some reason or other are not, 
or not sufficiently, allowed for in private cost calculations. 


A 











Fia. 3. 


This situation is depicted in Fig. 3. Production initially 
takes place at P. The true, social ratio of transformation is given 
by the slope of the transformation curve (line I). The inter- 
national exchange ratio (again for simplicity assumed to be fixed) 
is given by the slope of line II. Commodity A being cheaper 
abroad ought to be imported in exchange for B. The country 
should move to p by production, and thence to (say) 7’ by trade. 

But now we assume that the ratio of private marginal cost of 
A and B and hence the domestic price ratio does not correspond 
to the true social-transformation ratio. Suppose it is given by 





‘** Professor Graham’s Case for Protection ’’ (pp. 182-99) to a penetrating dia- 
grammatic analysis of the subject. 

On the broader issues about external and internal economies, private vs. 
social cost, the locus classicus is still Marshall’s Principles and Industry and Trade 
and Pigou’s Economics of Welfare. 
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the slope of line III. The exchange ratio overvalues B and under- 
values A. This is due to external economies which could be 
realised and would lower the cost of production of B, if the B 
industry were expanded. These economies are, however, not 
recognised by B producers or for some other reasons fail to induce 
them to expand production. 

If the discrepancy between private and social cost is as large 
as assumed in Fig. 3, the country will show a comparative price 
advantage in the “wrong ”’ commodity. According to line III, 
B is cheaper abroad. Hence B will be imported and A exported. 
The production point will move to the left, to say p’, where the 
ratio of private marginal cost (slope of line IV) becomes equal to 
the international price ratio (slope of line II). p’o’ of A is exported 
and o’7” imported. The new trading point, 7”, is inferior to P. 
This is, I believe, a correct representation of what Graham really 
meant.?: § 

It is one thing, however, ard an easy one at that, to point 
out the possible consequences of a divergence of private and social 
cost and to cite instances in which such a divergence is likely to 
arise. It is an entirely different and infinitely more difficult task 
first to demonstrate that such discrepancies do in fact occur fre- 
quently, persistently and on a large scale and to indicate con- 
cretely how these cases can be recognised and evaluated. 

Most economists who have given serious thought to these 
problems have reached the conclusion that roughly, and as a rule, 
the ratios of private money costs do reflect the true social real cost 


1 There is not enough space here for a thorough discussion of why this may 
be so. But let me say that it would be gratuitous simply to assume ignorance. 
The reason may be that investments would have to be made the fruits of which 
cannot be appropriated by private individuals (e.g., investment in the skill of the 
working population). On that point the literature mentioned above should be 
consulted. 

It may be also noted, in parenthesis, that the existence of external economies 
involves a misallocation of resources in the absence of international trade. P 
would not be the optimum point. If I may be allowed to use briefly and inexactly 
community indifference curves, this could be demonstrated by pointing out that 
P is determined by the condition that an indifference line be tangent to line III, 
while the optimum point would be located at that point where an indifference 
curve is tangent to the transformation curve, that is somewhere to the right of P. 

2 If the discrepancy between the social and the private cost ratio is less ex- 
treme, 7.e., if line III is steeper than line I, but less steep than line II, the country 
would specialise in the “‘ right” direction but not sufficiently. It would after 
trade be better off than before, but it would not reach the optimum point 7. In 
that case an export or import subsidy (rather than a tariff) would be indicated. 

3 It is not, however, a literal rendering of what Graham said. Such a literal 
interpretation is not attempted. It presents considerable difficulties, because 
Graham was not too clear and seems to have changed his position in the course of 
the controversy. Cf. the literature quoted above, especially Viner and Tinbergen. 
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ratios. Practically all economists recognise that there are 
exceptions to the rule, but they would insist that the burden of 
proof is on those who maintain that the exceptions are numerous, 
persistent, large, and, last but not least, practically recognisable 
and calculable. 

The theory of external economies is related to the reasoning 
underlying the infant-industry argument for protection, but the 
two are not identical.2 The essence of the latter can, I think, be 
described with the help of our diagrammatic apparatus, as shown 
in Fig. 4. We start this time with a situation where trade takes 
place, the production point being P, the trading point 7’. Suppose 
now that by means of an import tariff on A, production is shifted 
from P to P’ and the new trading point is at 7”. The new 


1 We may again turn to Dr. Balogh’s convenient store of all sorts of confusions 
to find an exception which proves the rule. He says: ‘“‘It is wholly illicit to 
assume that money prices are proportionate to long run social real costs. We 
know that private money costs are not proportionate to social real costs, and 
neither are prices proportionate to private money costs” (loc. cit., pp. 189 and 
190. Italics in original). Dr. Balogh is, of course, unable to give any proof; 
he just asserts and states impressions. I would not blame him for that, because 
such a statement as his could, in the nature of the case, not be proved within the 
frame of a few articles. But he accuses me of “invoicing high authorities 
instead of proving ’’ my contention that there is a rough correspondence between 
relative prices and real social cost. He seems to be not aware of the fact that the 
‘* high authorities,” in fact practically all leading economists who have dealt with 
these matters, have, if not ‘‘ proved ”’ (such a theorem cannot be neatly proved 
like an arithmetical proposition), given plenty of reasons for accepting the con- 
tended proposition. They all treat deviations between private and social costs 
as exceptions to the rule of correspondence. This is, however, perfectly compat- 
ible with many shades of opinion about the relative importance or unimportance 
of these exceptions. Every leading economist who has dealt with these questions 
can be adduced (J. 8. Mill, Marshall, Pigou, Taussig, Knight, Viner, ete.). Even 
Friedrich List could be read by Dr. Balogh with considerable profit. List was of 
the opinion that a manufacturing industry that cannot be kept alive on 20-30% 
tariff can be regarded as unsuited for the country concerned. (Das Nationale 
System der Politischen Okonomie, Edition Berliner, 1930, p. 326.) Protection of 
20-30% ad valorem has to be regarded as very moderate nowadays. 

Dr. Balogh makes a lot of special risks attaching to foreign trade as an argu- 
ment for protection and discrimination. It is true that the ultra-protectionist 
and chauvinistic economic policies advocated by Dr. Balogh which most countries 
have been now pursuing for many years (without waiting for Dr. Balogh’s recom- 
mendations) have enormously increased the risk of investment abroad and at 
home for the purpose of building up export industries. But surely this fact cuts 
the other way than Dr. Balogh thinks. It increases the importance of expanding 
rather than of restricting international trade. 

2 On that I agree now with Viner (Studies, p. 482), while in my Theory of 
International Trade I held that Graham’s case was but a variant of the infant- 
industry argument for protection. However, in view of the vagueness which 
attaches to much of the discussion and in view of the fact that different shades 
of each theory can be found, there would be not much point in a historical investi- 
gation about the closeness of their interrelation. 

* The international terms are again assumed to be fixed. But that is not 

‘ essential for the argument. The domestic terms of trade (internal price ratio 
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situation is inferior to 7’, which represents the fact that, with the 
assumptions made, protection is necessarily detrimental. 

The essence of the infant-industry argument is that a move- 
ment on the transformation curve will bring about an irreversible 
shift of the curve itself. Concretely, if the A-industry is protected 
and expands, methods of production will gradually be perfected, 
skills will be acquired, and so the short-run curve AB will assume 
the long-run shape A’B. The production point will shift to P’. 
In the new situation trade may or may not take place, and the 
country may export either A or B, 1.e., the trading point may be 
on either side of P” depending upon “ demand conditions.’ 











Fig. 4. 


Again, it is an easy thing to state the assumptions, to derive 
the conclusions and to recognise that in principle the possibility 
must not be ignored that deliberate movements on the production- 
opportunity curve may shift the curve itself. But it should also 
be remembered that, in principle, the shifts may be in either 
direction ; there may be external diseconomies as well as economies, 





including the tariff) is equal to the slope of the transformation curve at P’, and 
the height of the tariff is given by the difference between the slope of the trans- 
formation curve and the slope of the trading line. 

1 If we drop the assumption that foreign demand is infinitely elastic and 
assume instead that the terms of trade for the protected country improve, pro- 
tection may be beneficial. This would be shown in our diagram by making the 
trading line steeper (not shown in the diagram). If it becomes sufficiently steep, 
T’ may reach a position superior to 7’. In fact, as is well known, it can be shown 
that unless foreign demand is infinitely elastic there is always some tariff which 
makes 7” superior to 7’. 

* In terms of indifference curves: depending upon whether an indifference 
curve is tangent to the trading line at P” or to the left or right of it. 
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and the possibility of favorable shifts in production-opportunity 
curve is not confined to import commodities. Improvements may 
just as well be realisable in the export industries, in which case the 
opposite of. a trade restriction would be indicated. In other 
words, the argument may cut either way, and it is a little suspicious 
that the argument is practically always used in one direction, 
that is to say for the justification of protection rather than of 
freer trade. 

To go beyond the statement of possibilities, to generalise about 
the overall importance of the infant-industry effect, and to evaluate 
it in concrete cases is an extremely difficult task which requires 
not only theoretical acumen, but intimate empirical knowledge of 
industrial development and, above all, historical perspective. 
Most leading economists, beginning from J. 8S. Mill, Marshall, 
Taussig to Pigou and Viner, accept the principles. But those 
who made empirical studies, like Marshall and Taussig, became 
in the course of their studies somewhat sceptical with respect to 
the scope of the principle, and even more so concerning the 
chances of a rational application. It is to be hoped that the 
rapidly growing literature on the problem of developing under- 
developed countries will eventually add to our knowledge of these 
matters. But that is beyond the scope of the present paper. 


GOTTFRIED HABERLER 
Harvard University. 














UNREQUITED IMPORTS 


THis paper is a theoretical one. It is concerned with the 
balance of trade between one country and the rest of the world 
considered as a single unit. The more special problem, which 
arises when a surplus of exports to one part of the world cannot, 
for one or another reason, be used to finance a surplus of imports 
from another part, or will not be so used because of a decision 
to pay off capital debts owing to that part, will not be discussed. 
Our theme has to do with what happens to a region B, hitherto 
receiving some imports without the need of paying for them with 
exports from another region A, when these unrequited imports 
have to be eliminated. Evidently equilibrium can be restored 
only through a reduction in aggregate imports or an expansion 
in exports or some combination of the two. I shall begin by 
mquiring how the parts played in the adjustment by shifts in 
imports and shifts in exports will be determined if private 
interest is allowed to act freely without government intervention ; 
and shall afterwards ask in what circumstances such intervention 
may be inflicted to make things “ better.’”” I assume that, if there 
is no intervention, in the end wage-rates and so on will so adjust 
themselves as to make the levels of employment in both regions 
the same after the cut in unrequited imports as before. 


I 


For simplicity of exposition, as well as because an arrange- 
ment in which there are no unrequited imports is in a sense the 
“natural ’’ one, I shall conduct this inquiry, so to speak, in 
reverse; starting with a situation in which there are no un- 
requited imports and asking what will happen if a regular annual 
flow of such imports is introduced. Obviously no difference to 
our conclusions can be made by adopting this procedure. We 
suppose then that region A, making A units of cloth, initially 
sends away x units in purchase from B, which makes B units of 
linen, of y units of that. Presently A comes to send r units of 
cloth as unrequited exports, which constitute, of course, un- 
requited imports to B. As a result of this, A will have less of 
its own goods for use at home, and so will, in general, not be 
willing to send so many of them as before to B in purchase of 
linen there. Thus its total exports to B will be increased, not 
by r, but by (r — k), where k is positive. It will now send abroad 
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(x +r —k) units of cloth instead of the original x units. In 
like manner B will now have available more foreign goods than 
before, and so, in general, will not be willing to send away so 
many of its own goods to buy foreign goods. Its exports, there- 
fore, will, in general, be cut down by some positive quantity h. 
It will send (y — h) units of linen instead of the original y units. 


We want to know how the relation between ~— 





k and : is deter- 


mined; and, though this is of less interest, how that between 
r—k 
x 





kK. , P : 
and 7 8 determined. We are also interested in what 


happens to the terms of trade, that is to say, the price in the 
market of a unit of B’s linen in terms of A’s cloth. The change 
in this proportion is 


(feat f7 wth 
y—h y 





yy —h)y” 

If we choose units so as to make x and y equal, this becomes 
h—k. —k, 

x—h- c 


1 At first sight it might be thought that these questions could be handled 
satisfactorily by the sort of method which is appropriate in analysing the effects 
of a subsidy of so much per unit on some article, such as tea, on which only a 
small part of a country’s income is spent. That method consists, in effect, in 
setting up a demand curve and a supply curve, supposing the latter to be moved 
up in the degree measured by the rate of tax, and finding out what that implies. 
If we suppose the curves to be straight lines, or the movement which takes 
place to be so small that, over the relevant range, they may be regarded as 
approximately straight, the solution is very simple. With the elasticities of 
demand and supply in respect of the initial point of intersection of the curves 
written » (negative) and e (positive), when a subsidy at rate s per unit is given, 

e 
o-¥% 








which approximates, when h is small, to : 





it is easy to show that the price of tea will fall by s: that is to say, the 


proportionate change in price, which we may call 2, will be equal to — c=% . ; ; 
which is necessarily negative. It follows that the proportionate change in the 
e 





. fs which is necessarily positive; and the 
el+n) 8 

s— 4 
tive or negative according as — 7 > or <1. Thus the proportionate change in 
the money that sellers of tea “import’’ divided by the proportionate change in 
1+7 


quantity of tea bought = — 


proportionate change in expenditure upon tea = — ; which is posi- 


their “ exports ”’ is 


For our purpose, however, this method of analysis is not applicable. It 
tacitly assumes that the marginal utility of money that tea-sellers “import”? is 
constant for both tea-buyers and tea-sellers, irrespective of how much tea, 
within the relevant range, is bought or sold. That cannot properly be assumed 
except in a special case; and therefore, even aside from the fact that the effects 
of a subsidy of so much per unit and of a lump-sum grant are quite different, 
our problem cannot be tackled along these lines. 
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II 


In respect of the initial situation, in which there are no 
unrequited imports, write ¢(A — 2) for A’s marginal desire—more 
strictly, for the marginal desire of a representative man in A—for 
cloth; f(y) for A’s marginal desire for linen; 4(B — y) for B’s 
marginal desire for linen; and F(z) for B’s marginal desire for 
cloth. If anybody objects to a curve of marginal desire he may 
imagine that A and B each have currencies so arranged that 
the marginal utility of money in each is constant, and may make 
¢ and f A’s demand prices in A money and 7% and F B’s demand 
prices in B money. Obviously it is immaterial which of these 
two conventions we make use of.! 

In either case we have intially as a condition of equilibrium 


¢g(A—a)_ F(z) 
fly) (B —y)° 


In the subsequent situation, where r unrequited imports are 
being received by B, B’s exports become (y — h) and his requited 
imports (c —k). Then 


g(A—x—r+k) F(x+r—k) 
f(y —h) ~ o(B—y +h) 


To make the analysis manageable we must assume that r, k 
and fh are sufficiently small relatively to x and y to allow of 
products and second powers being ignored. Mere smallness 
would not, indeed, suffice for this if the second differential of 
any of our functions was enormous. But that is a freak case 
implying a violently kinked curve. For practical purposes small- 
ness does suffice. Of course, “small” is a relative term. I sug- 
gest, however, that, when the unrequited imports that are to be 
provided do not exceed 10% or 15% of B’s aggregate imports, 
the results which we shall reach on the above assumption con- 
stitute reasonable approximation to the truth; but that, should 
the unrequited imports comprise as much as, say, 50% of B’s 
aggregate imports, these results might well contain large errors 
and ought not be relied on. 





(I) 


(IT) 





1 It is commonly supposed that, for demand-and-supply analysis, there is 
no need for the notion of “ utility ’’ in the sense of desiredness. In fact, how- 
ever, in a large part of that analysis there is a suppressed reference to it, namely 
the assumption that, over the relevant range, the marginal utility of money is 
constant. It is also of interest to note that no logical basis for the construction 
of quantity and price-index numbers exists if reference to utility, in its other 
sense of satisfaction, is barred out. 
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(a) The Relation between (r — k) and h 
Given the above assumptions about smallness, an easy mani- 
pulation of our equations (I) and (II) yields 
wf 
ka a. & 
tome gee SS 





where ¢ stands for ¢(A — x), F for F(x), f for f(y) and % for 
%(B — y). Obviously (r — k) is the increase in B’s total imports 
and hf the decrease in her total exports consequent upon the 
provision of r unrequited imports. 

Let us now translate the above formula into terms of elas- 
ticities, all of which are, of course, negative, in respect of the 
initial situation. Write 7, and 7 for the elasticities of the desires 
of A and B respectively for the other’s goods; and H, and H, 
for the elasticities of A’s desire for A goods and of B’s desire for 
B goods, all in the initial situation. Then formula (III) set out 
above, translates into 





ti 8 
r—k B-—y hk, Y Na (IV) 
os ae 1 Ss ae 


As a prelude to a more general analysis, let us consider the 
implications of this formula in two special cases. First, what 
will happen if the marginal utility of A’s goods is unaffected 
for both regions by any shift, within the relevant range, in 
dealings between them? This case is analogous to that of a 
transfer of money gratuitously from buyers to sellers of tea 
when the marginal utility of money is assumed to be constant 


E. 
sequently, A must be equal to 0. That is to say, b’s exports 
are the same as before. And so, as we shall see presently,! are 
his requited imports. 
Secondly, what will happen if the marginal utility of A goods 
to A is unaffected, within the relevant range, by changes in their 
amount, and the marginal utility of B goods to B is similarly 


for both groups. Both 2. and - must be equal to 0; and, con- 
a lo : 


unaffected? In this case z and rz are both equal to 0. So 
a b 


our formula reduces to 
r—k y Nb 





h => x . Na’ 
1 Cf. post, p. 246. 
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Choose units so that initially y= 2. Then 


r—k _ 
ht 
That is to say, the increase in B’s total imports divided by the 
decrease in his total exports is equal (numerically) to the elas- 
ticity of B’s desire for A goods divided by that of A’s desire for 
B goods. The more elastic B’s desire relatively to A’s reciprocal 
desire, the larger will be the addition to B’s imports relatively to 
the reduction in his exports. 

It is easy to see, in the conditions supposed, that A’s desire 
schedule for B’s goods is exactly represented by A’s demand 
schedule for B goods in terms of A goods, and B’s desire schedule 
for A goods by B’s demand schedule for A goods in terms of 
B goods. In short, we have to do with Marshall’s well-known 
reciprocal demand schedules, so that y, and 7 are the relevant 
elasticities of reciprocal demand. If we choose to think of B 
as a supplier instead of as a reciprocal demander, and write 
é for the elasticity of B’s supply in respect of y exports, then, 
since, as is well known,! (e + 1) = — », we may write our 
formula in the alternative form 

r—k @é-+1 
is ae 
Turn now to the more general implications of our formula. 


It is obvious that, other things being equal, : 7 : is larger the 














smaller is each of y, and E,, and the larger is each of m and £,. 
It is equally obvious that it is larger, other things being equal, 
the smaller is B relatively to A. This implies that, if a large 
country takes to sending unrequited imports to a small one, 
the reaction on the second country’s aggregate imports will 
tend to predominate over that on its exports, whereas, if a small 
country takes to sending unrequited imports to a large one, the 
tendency will be in the opposite direction. 


(b) The Relation between r and k 


Up to this point nothing has been said about the relation 
between the entry into B of r unrequited imports and the asso- 
ciated fall, which we have called k, in requited ones. This rela- 
tion has now to be considered. Since B’s requited imports and 
her exports must pay for one another, we know that, alike in 
the initial and in the later situation, the price per unit of B’s 


1 Cf. my Study in Public Finance, third edition, pp. 198—9, footnote. 








246 THE ECONOMIC JOURNAL [JUNE 


exports in terms of her imports is equal to her requited imports 
divided by her exports. This price is also equal to the marginal 
utility of B’s imports divided by the marginal utility of her 
exports. Hence we have: 


in the initial situation 
x F(x) 


= as goed V 
y WEY) = 

in the subsequent situation 
za—k F(x+r—k) Nites 





y—h~ (B—y +h)’ 
By manipulating these equations in combination with the 
formula given on p. 244, namely 
ae 
rok_$Tf 
hh o¢ | F’ 
¢+F 
we are able to find an expression which relates k to r. Units 
being so chosen as to make y = 2, 


1 1 1 1 1 1 1 1 a 

(-shaneR teal aoe hte ay 
=f . (VIT) 

Cs RS A OER. 
E, A—«x'H, x Np No B—«a HE, @ Ns 


In the first special case distinguished on p. 244, where z and 


= are both equal to 0, the numerator of this expression be- 
comes = 0; and, therefore, so also does k. That this must be 
so is fairly evident to common sense, because in these conditions 
the inhabitants of neither region have any different urge in the 
new situation from what they had in the old to interchange 
their goods. In the second special case—which we may call the 
Marshallian case—where the marginal utilities of A goods to A 
and of B goods to B are both constant over the relevant range, 








Ez and a are both = 0. In this case our formula reduces to 
a 6 
k =r—e— : 


Na —-1+m 
It is then evident that, if 7 = 0, that is to say, if B’s demand 
in terms of its own goods for foreign goods is absolutely inelastic, 
k =r. This, too, agrees with common sense; B will not want 


any different quantum of imports, whether it gets some of them 
free or not. It follows, further, that, the smaller (numerically) 
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m» is, the more nearly k approaches to r; and, again, that the 
smaller (numerically) 7, is, the less nearly k epproaches to r; 
though, even when 7, becomes nil, it will never itself become nil, 
so long as 7 is finite. 

An inspection of our formula (VII) shows that what has 
been said of the influence of the values of 7 and 7 on the 
value of k in the Marshallian special case is also true in the 
general case. In like manner, inspection shows that, the smaller 
A is relatively to B, the larger, in general, k will be; the more 
a given volume of unrequited imports will cause requited imports 
to be cut down. This again fits in with our instinctive expecta- 
tions. The implications for k of differences in the sizes of ZH, 
and EH, some people might find it troublesome to discover by 
mere inspection. However, with a little care, it is not difficult 
to see that, other things being equal, k will be larger, the larger 
(numerically) is Z,, and the smaller (numerically) is H,. These 
results, again, agree with common sense; and they can, of 
course, if desired, be confirmed by differentiating k in our main 
expression to — H, and — E, respectively. 


(c) The Terms of Trade 


There remains the question how the terms of trade—the 
quantum of cloth exchanged in the market against a unit of 
linen—will be affected if A comes to send out r units of cloth 
as unrequited imports for B. We have seen that, with units so 
chosen as to make x and y equal, the change in these terms 





approximates, when / is small, to = This may be negative. 


That is to say, conditions are conceivable in which for one region 
to receive goods in the form of unrequited imports from another 
would cause it to exchange its commercial sendings on worse 
terms. But is it at all likely that this will happen—that America, 
for example, in consequence of receiving reparations from Ger- 
many after the first World War, would have found that the 
terms of trade turned against her? Our instinct is to say 
straight off that the receipt of unrequited imports is likely to 
enable the receiving country to pay less per unit for the goods 
which she still has to buy from the other, to obtain from her 
better terms of trade over and above getting the unrequited 
imports for nothing. But the issue is more difficult than it 
seems to be at first sight.? 


1 The discussion that follows is in line with that developed in my Study in 
Public Finance, third edition, Part II, Chapter 19. 
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Write p for the price of home goods in B in terms of foreign 
goods in the initial situation. Then 





ae. . 
ine 3 
In the later situation #4 y= _- (p+ Ap) = Nee en 


It follows that Ap is positive, i.e., that B’s terms of trade are 
improved, provided that 

















(—?r + k)¢’ — sig hy’ <1 
hf’ (r — k)F’ 
. ‘ ¢ . 
i.e., provided that fF’ “eS: 
that is, in terms of elasticities, provided that 
1 1 1 1 
A—a« B-y ¥. 
— 
SP S'S 
or 
vy Ta 1" <i. 


(A —2)(B—y) E,° By 


Now we know that no country normally exports more than a 
fairly small fraction of its aggregate output. Hence 





xy 
(A — x)(B —y) 


cannot be more than a small fraction. Further, in the absence 
of special knowledge, it is reasonable to suppose that the elas- 
ticity of a country’s desire for the goods that it makes itself 
will not differ much from the corresponding elasticity in respect 
of those that it imports. Hence, in the absence of special know- 


ledge, we may expect that Zz ‘ z will have a value neighbouring 
a 6 
on unity. It follows that 
xy Na %b 





(A —a)(B—y)° HE," B, 
will, in general, be substantially less than unity. That is to 
say, when one region comes to receive unrequited imports from 


1 It should be noticed that in this discussion HZ, corresponds to P, on p. 184 
of A Study in Public Finance, not to E,, and EZ, to Q; not to G;. There is thus no 
inconsistency between the two versions. 
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another, that fact will, in general, enable it to obtain the foreign 
goods that it continues to buy at lower prices, in terms of foreign 
goods as against its own goods, than it did before. Thus our 
instinct turns out to be right. In the special case which I have 
called the Marshallian case, where the marginal utility derivable 
from the use of its own products is constant over the relevant 


range for each of our two regions, the fact that = and E are 
b 


E, 
both nil makes 
zy Ta 1 
(4 —a)\(B—y) BE.’ B 
necessarily less than unity; so that the terms of trade must be 
turned in favour of the region that has come to receive unre- 
quited imports. 





III 


At this point it will be convenient to turn the results we 
have reached round, and set down the consequences that will 
follow when a flow of unrequited imports, which a country has 
hitherto been receiving, are cut off. If private interest is allowed 
free play, the country suffering loss will, in general, react partly 
by increasing its exports, so as to buy more requited imports, 
and partly by accepting a reduction in aggregate imports, requited 
and unrequited together. Its increase in exports will be smaller 
and the reduction in its aggregate imports larger: (1) the smaller 
it is relatively to the rest of the world, (2) the less elastic is its 
desire for its own goods, (3) the more elastic is its desire for 
foreign goods, (4) the more elastic is the foreign desire for foreign 
goods and (5) the less elastic is the foreign desire for its goods. 
Further—in line with what was said in the last paragraph—when 
unrequited imports hitherto received are no longer forthcoming 
to any region the price per unit of that region’s exports made in 
requited imports will, in general, be lowered. 


IV 


Our analysis has, of course, been abstract, the solutions being 
expressed in formulze dominated by elasticities whose numerical 
values we have not attempted to evaluate. We should naturally 
wish, if we could, to set out the conditions in which the several 

1 It will be understood that the elasticities referred to in this paragraph 
are elasticities in respect of those quantities of goods that are bought and sold 
in the conditions that prevail after the cut in unrequited imports has taken 


place. If that were not so, what is said here would not properly cohere with the 
earlier part of our analysis. 
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relevant elasticities are likely in actual life to be respectively 
small. Obviously a dominant factor is the kind of products 
which the two trading regions have facilities for making. It is 
well known, for instance, that in the middle of the nineteenth 
century England was specially adapted for manufacturing 
machinery, which foreign nations greatly needed, while there 
were few things produced abroad which she herself greatly 
needed. Therefore, the desire of foreigners for our goods tended 
to be inelastic, and our own desire for foreign goods elastic. In 
more recent times we have come to have strong rivals as regards 
our chief export goods, and at the same time to be dependent on 
imports for essential foods and raw materials. Therefore, the 
foreign desire for our goods should, it would seem, be more elastic 
and our desire for foreign goods less elastic than it used to be. 
There is also to be taken into account the fact that, other things 
being equal, a large area is likely to contain a greater variety of 
materials and skills than a small one. It is, therefore, probable 
that, if a large area is set over against a small one, it will find a 
larger proportion of the exports from that area with which it is 
ready to dispense—i.e., for which it has an elastic desire— 
than the small area does among the imports from it.1 Thus, 
when a small section of the economic world is confronted with a 
large one, its relative smallness should tend, not directly because 
of its smallness, but indirectly because of the relation of size to 
variety of output, to make its desire for foreign goods inelastic 
and the foreign desire for its goods elastic. It must be 
remembered, however, that, for a country which cannot readily 
dispense with the main part of its imports, there may, never- 
theless, be a good many that do not matter to it much. Hence 
tendencies to inelasticity of desire for foreign goods in such 
a country as England might not manifest themselves, so to speak, 
at the margin, but only if it should happen that the customary 
volume of imports had been substantially cut down. In any 
event this kind of concrete application lies off the main route of 
our analysis. 


V 


Despite the abstract character of that analysis we have 
obtained, I think, some understanding of the way in which, in 


1 It should be noted, in passing, that for a country not to be ready to dis- 
pense with a thing is not the same as for that thing to be “‘ indispensable ”’ in 
the ordinary meaning of that word. A large rise in the price of champagne might 
cause only a little to be dispensed with, because those who buy it are mostly 
rich; but nobody would speak of champagne as indispensable. 
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various conditions, the economy of a country would react tc the 
elimination of hitherto unrequited imports, if it were lett to 
react “naturally.” Will that reaction be “the best” that 
could be looked for, or may it be hoped that, by overt govern- 
| ment action, “nature” could be improved upon? This ques 
tion has two aspects. First, assuming that the free play of 
private interest is likely to bring about the best adjustments in 
the end, could the government improve things by speeding up 
these adjustments and so preventing incidental damage, for 
which they might be responsible during the period over which 
they were being made? Secondly, are the adjustments which 
the free play of private interest tends to bring about in the end 
in fact the best; or could the government, by well-directed 
intervention, bring about something better? Let us begin with 





the former of these two questions. 

Here for the first time we come in contact with money. In 
order that the adjustments, which, on the withdrawal of unrequited 
imports, the free play of private interest tends to bring about, 
may be brought about in fact, it is necessary that relative prices 
in our two regions and the rate of exchange between their moneys 
shall be related in a particular way. Since, in general, the price 
of the home country’s imports in terms of exports has to be raised, 
either money prices in that country must fall relatively to money 
prices abroad or the value per unit of its money must fall in terms 
of foreign money. In this sense devaluation is an alternative to 
deflation; though, in view of the fact that devaluation in one 
country may induce some parts of the outside world to devalue 
also, we cannot say how much devaluation will have the same 
effect as a given degree of deflation. Now deflation inescapably 
carries with it either a fall in money wage-rates, to which in cir- 
cumstances such as those now ruling it would be almost impossible 
to obtain rapid assent, or the creation of unemployment, which 
might last a long time. Hence the adjustment, for which we 
look in the end, with employment after the cut in unrequited 
imports the same as before, would be held up, maybe, for years, 
throughout the whole of which heavy losses of potential output 
would be suffered. With good fortune devaluation might enable 
a deficit country to cut down its coat to fit its cloth without 




























having also to face up to these losses. 

There is one other matter closely connected with what has 
just been said, to which reference should be made. This has to 
do with bargains about money wage-rates. Prima facie a rise 
in these rates, unless accompanied by a corresponding improve- 
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ment in productivity, must reduce the number of men that 
employers here find it worth while to engage, so decrease output, 
and so raise prices; this rise in prices encouraging imports and 
discouraging exports, and thus tending to reverse the efforts of 
the economic system to adjust itself to the loss of its unrequited 
imports. This process of effects will, however, only happen 
provided that the first move, a contraction of employment con- 
sequent on the rise of wages, takes place; and that need not in 
all circumstances take place. Where competition is perfect 
and everything is working smoothly, it must, indeed, do so. For 
employers will be paying their workers a wage equal to the 
value of the (private) net product of their work; and this value 
can become higher only if the number of men engaged is less. 
Where, however, an element of monopoly or imperfect competi- 
tion is present, or when a monetary inflation has been taking 
place so rapidly that money wage-rates have not been able to 
keep up, employers are likely to be paying a money wage some- 
thing less than the value of the marginal private product of their 
workers. There is thus a range within which money wage-rates 
may be pushed up without damaging employment, and so with- 
out raising prices. When and where employment is over-full, in 
the sense that there are unfilled vacancies which employers, if 
they could find the men, would like to fill, there is presumption 
that in fact such a range exists; and, the more numerous the 
unfilled vacancies are, the wider it is likely to be. Thus in present 
conditions in this country it is probable that some scope exists 
in some industries for raising wages, even though there is no 
accompanying improvement in productivity, without prices 
being forced up. 

Passing away from monetary matters—among which money 
wage-rates may reasonably be classed—let us look for a moment 
at the short-period problem from another angle. Everybody 
knows that, for bringing about the transition from a peace tc a 
war economy, the slow-acting mechanism of the market has to 
be supplemented by compulsion and direct controls. Something, 
there is little doubt, may usefully be done along these lines in 
countries confronted with the need for large cuts in hitherto 
unrequited imports. So far as economic forces point to the 
need for more exports, the State, by propaganda, the supply of 
information about markets, training schemes and so on, could 
lend them a helping hand. So far as they point to the need for 
lessened imports, and thus for more home output of goods hitherto 
imported, it can by like means stimulate and quicken the move- 
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ment of men and equipment into, say, home agriculture. When, 
as in our own present situation, the cut in unrequited imports 
that has to be faced is substantial, it would be very foolish for 
the Government to hold back from trying to help “ nature ” in 
such ways as these. 

Turn, then, to long-period problems. So far we have pro- 
visionally supposed that the free play of private interest tends in 
the end to bring about those adjustments to a given cut in un- 
requited imports that in the general interest are “best.” But, 
of course, that need not, and, indeed, is not likely, to be so. 
The crucial fact is that ‘ natural” adjustments, coming about, 
as they must, in response to the efforts of private persons, each 
trying to do the best he can for his individual interest, may not 
turn out to be such that the best is done for the collective interest 
of all of them together. The reason for this is that, in pursuing 
his own interest, a man may set up reactions which are injurious 
to other people, but do not affect him, and which he is, therefore, 
very likely to ignore when deciding what to do. For example, 
if our aggregate imports have to be cut down by so much, in the 
natural course of events the cut might come to be made in poor 
men’s food, because rich men, on account of their riches, are 
able to prevent any cut in, say, luxury cars by bidding up their 
price; and there is obviously social loss in that. Again, apart 
from differences in wealth among different social classes, there is 
danger that in the natural course imports of raw materials might 
be cut down too much relatively to other imports, because the 
purchasers of these materials do not sufficiently take account of 
the heavy indirect damage that lack of them may cause by 
preventing our work-people and equipment from doing the sort 
of work that they have been adapted to do. Plainly, provided 
that the government machine is adequate to the task, there is 
scope for socially useful action in preventing cuts that have to 
be made from being exercised upon classes of imports the sacrifice 
of which would be especially injurious. 

Moreover, it is not only as regards the choice of imports to 
be cut down when a given aggregate cut has to be made that 
individual private interest and the general interest may diverge. 
The same thing is true of the choice between cutting down aggre- 
gate imports and expanding aggregate exports. It may well be 
in the general interest that the Government, by one or another 
device—even by export bounties where these were unlikely to 
provoke “‘ retaliation ’’—should make exports expand more, and 
so imports contract less, than they would have done had private 
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interest been allowed free play. This is especially likely to be 
so if, as with Great Britain, imports are made up chiefly of food 
and essential raw materials. 

In so far as the central and local authorities themselves employ 
the nation’s resources, whether in general administration, in the 
armed forces, in capital construction or in providing sucial 
services, private interest is not, of course, in control, and, there- 
fore, there can be no question of government interference to 
correct its shortcomings. The authorities have at all times 
directly to decide for themselves how much resources to use up 
in these ways. Prima facie, when unrequited imports are cut 
down, they would promote the general interest by making some 
cut in these things, so as to release resources for making exports 
and thus limit the cut in aggregate imports. 

A. C. Pigou 
King’s College, 
Cambridge. 


























THE THEORY OF INCREASING 
UNDER-EMPLOYMENT 


I 


From Adam Smith to the present day, every systematic theory 
of economic development has implied “ stagnation”’ at some 
advanced stage of capitalist development. In the majority of 
these theories there is a tendency towards increasing under- 
employment in the stagnation phase.1 Viewed in this light, 
Alvin Hansen’s theory of increasing under-employment is but a 
restatement, in more Keynesian terms, of ideas that have appeared 
repeatedly in the literature. Yet Hansen’s theory has been the 
object of a vigorous and persistent counter-attack, even from 
economists who are not greatly alarmed by the political implica- 
tions of the thesis. Even to-day, it cannot be said that the theory 
has won wide acceptance among economists who have not devoted 
special attention to the theory of economic development. In the 
view of the present writer, much of the criticism of the theory can 
be traced to the looseness of the early formulations of the theory, 
which has led to much misunderstanding and misinterpretation. 

The essence of the Hansen theory of economic trends is that 
in advanced countries, where the rate of population growth and 
the rate of discovery of new resources are tapering off, and the rate 
of capital-absorbing innovation is not rapidly increasing, net 
savings at full employment will tend to grow, while net investment 
at full employment will tend to fall. Under these conditions 
there will be a growing gap between the trend of potential income 
and the trend of actual income. The purpose of this article is to 
present a simple, concise and formalised version of this theory, and 
to compare the formal content of the theory with that of other 
theories of trend developed in recent years.?_ It is not the intention 


1 Cf. B. Higgins, ‘‘ Concepts and Criteria of Secular Stagnation ”’ in Income, 
Employment, and Public Policy: Essays in Honour of Alvin Hansen (New York, 
1948); ‘‘The Doctrine of Economic Maturity,’ American Economic Review, 
March 1946; ‘‘ To Save or Not to Save?’’ Canadian Journal of Economics & 
Political Science, February 1948. 

2 Some of the confusion surrounding the theory seems to have arisen merely 
from the use of the term ‘‘ stagnation ’’ to describe it. Since the Hansen thesis is 
perfectly consistent with a rising trend of actual per capita income, and even with 
a rising trend of actual gross investment, it is better described as a ‘‘ theory of 
growing deflationary gap,”’ or a ‘‘ theory of increasing under-employment,”’ than 
as a theory of ‘‘ secular stagnation ” or ‘‘ economic maturity.”’ Cf. B. Higgins, 
“The Concept of Secular Stagnation,” American Economic Review (forthcoming). 
No. 238—voL. Lx. s 
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of this paper to prove the thesis right or wrong; such proof must 
in any case be largely empirical. It is hoped, however, that the 
formulation presented here will isolate the relevant questions for 
empirical testing. 


II 
The following symbols will be used :— 


O, = potential output; that is, output with full employment 
and an optimum allocation of resources. 

O, = actual output. 

I = net investment. 

T = net investment at full employment. 

I, = gross investment. 

S = net saving. 

S, = gross saving. 

t = time. 

LI = size of the labour force (in man-weeks). For simplicity, we 
shall assume no change in the ratio of labour force to 
total population. (Z is a function of time, L(é).) 

K = supply of known natural resources. 

r = rate of interest. 

T = level of “ technique ”’ (or productivity), defined so that any 
percentage increase in “ 7' ” will raise total output by the 
same percentage, without any change in quantities of 
any factors of production employed. (7' is a function of 
time, 7'(t).) 

D = degree of monopoly in the economy as a whole (a weighted 
average of ratios of price minus marginal cost to price for 
all firms). (D is a function of time, D(¢).) 

N = unemployment (in man-weeks). 

X, = potential output per man-week of the unemployed. 

p = time-preference. 

Q = stock of capital, and is a function of time, Q(?). 


Given these definitions, 
O.=7T AEE. ...-. fj 
f being the production function, and 


dO, (of dL, of dK , af dQ\ , av 
w= 7 (sh -a OK’ dt 50° de) + ap E-K.Q) - . (1a) 


0.=0,—(N.X.)—M(D) . . . (2) 


M being a function relating the loss of production through mis- 
allocation of resources to the degree of monopoly. 
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Unless there is a trend in the relationship of the productivity 
of employed workers to the productivity of unemployed workers, 


X,=£.T, 
where & is a constant expressed in terms of output, and 
O, = O, — (kNT + M(D)) 


kKNdT _ kTdN , dM dD 
as dt Ot aD at 

The Hansen thesis proper does not take into account any trend 
there may be in the degree of monopoly power. Any growing 
loss of potential output resulting from increasing misallocation 
of resources is ignored. We shall therefore ignore the D terms in 
the balance of this presentation, while recognising that they may 
in reality be a factor of some importance. With any trend in D 
eliminated, the main factor in the spread between O, and QO, will 
be unemployment, NV. 

The volume of unemployment will be the product of some 
“leverage ”’ coefficient, 1, and the gap between savings and invest- 
ment at full employment levels of output or real income, S — 7. 
This leverage coefficient is a complex multiplier, including the 
Keynesian multiplier, Harrod’s “ relation” and so forth. Since 
we are interested in trends, we shall consider J, S and J as functions 
of time. Thus 


Thus 
(2a) 





d 
di (O, a Ou) - 


N=JSt)—T)) . - . . . (3) 
aN daz 7 dS di 
p= ZS — To +1(F -F)- —— 
The trend of unemployment will therefore depend upon the trend 
in savings and investment at full employment, and on the trend in 


the leverage coefficient, 1.2 It seems likely that = is small; 


as income rises, the marginal propensity to consume and the 
Keynesian multiplier will tend to fall; but the “ relation ” will 
rise as the period of investment is lengthened, and as business men 
become more “ cycle-conscious.” The trend in / is therefore 
unlikely to influence significantly the effects of any inflationary or 


1 The productivity of labour might be affected by any trend in Q/Z or in K/L, 
but any such trend would affect the productivity of employed workers as well, 
and would not alter the argument significantly. 

* It would be a simple matter to translate equation (3) into money terms, 
making N = p[S(¥) — 1(¥)], where Y is national income at full employment. 
In this equation the function B will depend not only on J but also on the price 
level. Since the analysis already has a lot of symbols for a simple argument, it 
seemed better to confine it to real terms. 
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deflationary gap. As a first approximation, therefore, we shall 


ignore the expression alse — I(t)], and reduce equation (3a) to 


(30) 


an (48 _ di 
dt (Fr 7) 


The Trend in Savings 


Empirical studies suggest that net savings depend mainly on 
the level of disposable income, but are also affected in the short 
run by the level of disposable income in the last cyclical peak.! 
There seems to be a tendency for savings at given levels of income 
to decline secularly. This downward trend in the propensity-to- 
save schedule could be explained by increasing amplitude of 
economic fluctuations in the downward direction; the more in- 
comes fall in the down-swing, the more savings will be squeezed 
out in the effort to maintain the living standards established in the 
previous cyclical peak. A trend towards deeper and deeper de- 
pressions would in itself bring a growing gap between the trend of 
potential real income and the trend of actual real income. Thus 
the downward drift of the ex post savings function could be a pro- 
duct of increasing under-employment; the downward drift of the 
ex post propensity to save could actually be the result of an up- 
ward drift of the ex ante propensity to save. 

Let us lump together all factors influencing the willingness to 
save with given levels of income and given interest rates under the 
heading ‘time-preference,” or p. Since we are interested in 
seeing how the economic system will operate in the absence of any 
particular type of fiscal policy, we shall abstract from any trend in 
the volume of taxation and transfer payments which would affect 
the ratio of disposable income to net national income at market 
prices. 

Then S = S (Q,, p, r) and S = 8 (O,, p, r), where O, = O,(t), 
p = p(t), and r = r(t). 


dS __ a8 do, , & dp , w& ar 
di 30,° dt ' dp‘ dt | or ‘di 


as [ah aL, af aK , of mm. =. Ts] 


~ 80, ° aL° dt + dK* dt * 3Q° dt 
oS dp , oS dr 
te a*eas:::@ 


1 Cf. James Duesenberry, ‘‘ Income—Consumption Relations and their 
Implications ” in Income, Employment, and Public Policy : Essays in Honour of 
Alvin Hansen, New York, 1948. 

















1950] THE THEORY OF INCREASING UNDER-EMPLOYMENT 259 


be is positive. = is of course negative; the available 
00, Op 
dp 


evidence suggests that dt is positive but small. However, the 


only plausible explanation of the increase in time-preference 
suggested so far is the trend towards more violent fluctuations and, 
consequently, towards increasing under-employment; apart from 
this factor, one would, with Harrod,’ expect time-preference to 
decline as society matures and people become able and willing to 
take an interest in the future. Moreover, as economies mature, 
more saving is performed by corporations, who expect to live for- 
ever, and thus have relatively low time-preference. In the ab- 
sence of a trend towards deeper depressions, it is very doubtful 
whether any trend towards higher time-preference would appear 
at all. We cannot assume our case; and therefore we shall attach 
os 


dp 
little weight to the ip ° dt term. 


os . as . 
So far as we know, ap is small, and probably 3p is < 0; as 


interest rates fall lower and lower, savings will be less and less 
affected by a further fall. Moreover, in the absence of an active 
monetary policy, : will also be small, and S will be negative. 
With interest rates as low as they already are, further declines will 


encounter more and more resistance. Thus the term = 29 will 


be small, and will get smaller as time goes by. 


So long as =. ad and = are positive and significantly large, 


dO, . dS 
so that Tt is large, a 


we can therefore write 


dS aS, p»(af dl , of dK , af dQ 
dt ~ 80, (sr dK dt + 8Q° 3) + f]. Bs 


will be positive. As an approximation, 


The Trend in Investment 


According to the Hansen thesis, long-run net investment will 
be undertaken partly to meet the growth of demand, and partly 
to develop new resources, new commodities and new techniques. 
It is assumed that the major factor in spontaneous growth of de- 
mand is growth of population. Other things being equal, new 
investment will vary inversely with the size of the existing stock 


1 Cf. R. F. Harrod, Towards a Dynamic Economics, London, 1948, p. 53. 














260 THE ECONOMIC JOURNAL [JUNE 


of capital! Other things being equal, an increase in the stock of 
capital will reduce its marginal productivity, and if the more 
profitable investment outlets are first exploited, marginal effici- 
ency may fall faster than marginal productivity. Also, a growth 
in stock of capital is usually accompanied by an increase in the 
risk, illiquidity and indebtedness assumed by entrepreneurs. 
Finally, other things being equal, investment will vary directly 
with the current level of ouvput, although the effect of changes in 
output (real income) on net investment may be small, as econo- 
metric studies suggest. Thus 


T=20,) + 6(S GG) HO =» + © 
or a a le 
and 


dI__ da 0, op PL , o6 PK 
dt dO,’ dt * aj, d® * ax’ d# 
od dT dp dQ 
aT . “dt anna dQ . at . 7 7 (5a) 
It seems likely that as a factor in trends, as distinct from fluctua- 


tions, ys may be rather small ;? and there is no reason to expect 4 


to be large. 


It seems probable that - of is very small, perhaps zero. It may 
even be negative. Even if the rate of technological improvement 


o¢ 


were increasing, Yi would be small if the improvements (once in 


2 
place) were capital saving. Yet when = <0 and = < 0— 


that is, when population growth and development of frontiers are 
both tapering off—only a very rapidly increasing rate of techno- 


logical progress could keep os > 0. 


This point is of such importance, and has been surrounded by 
so much misunderstanding, that it is worth elaborating. A con- 
stant rate of technological progress in and of itself will not give 


1 See, for example, L. Klein, A Macro-Economic System: U.S. 1921-1941 
(mimeographed, Cowles Commission of Economic Research), 1947; Colin Clark, 
‘* A System of Equations Explaining the U.S. Trade Cycle 1921-1941,’ Econo- 
meirica, April 1949; M. Kalecki, Studies in Economic Dynamics, London, 1943. 

2 Cf. E. D. Domar, ‘‘ The Problem of Capital Accumulation,’’ The American 
Economic Review, December 1948. One type of capital accumulation in particular 
—increases in inventories—would appear to be far more important for cycles than 
for trends. 
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rise to net investment, over and above replacement needs. There 
are three ways in which innovation may induce net investment, 
and so provide an offset to net saving: by accelerating replace- 
ment; by inspiring hopes of (temporary) monopoly profits for the 
first firms in the new field or those using the new technique 
(“Schumpeter effect”); and by introducing new consumers’ 
goods so attractive as to raise the propensity to consume.' 
Replacement will not be accelerated by innovation if obsolescence 
proceeds at a constant rate; depreciation allowances will be set 
in terms of obsolescence rather than physical wear and tear, and 
innovation will provide no offset to net saving. If the propensity 
to consume rises at a constant rate, consumption will also (other 
things being equal) rise at a constant rate. In this case replace- 
ment needs will grow, but only slowly. If we ignore favourable 
effects of rising real income, as such, and the unfavourable effects 


of capital accumulation, J, = h.Q + ¢(L, K, 7), where h is the 


proportion of capital replaced in every year. If L, K and 7 are 
constant, then - =h = +Q od In a society with a large stock 
of highly durable capital, A will be small. Since plant and equip- 


ment tends to become more durable as lubricants are improved, 





repairs made easier and materials stronger, = may well be 


negative. Against this trend, however, must be set the trend 
towards a larger proportion of net investment in equipment subject 


to rapid obsolescence. On balance, is probably not significant. 


Moreover, if accumulation of capital rests on nothing more 
substantial than a rising secular trend in the propensity to consume, 
resulting from the increasing attractiveness of consumption, se 
may also be small. In any case, innovations raising the propensity 
to consume must be largely confined to consumer durables; and if 
innovations in consumers’ goods take place at a constant rate, 
consumers may behave like entrepreneurs, and replace obsolete 
consumer durables by new ones with reserves built up for the 
purpcse, so that no rise in consumption outlays would be occasioned 
by innovations. 

Finally, the ‘“‘ Schumpeter effect ’’ of innovation will lead to 
net investment only if the stream of innovations is growing—even 
if the inventions, once in place, are not capital-saving, but 





1 Cf. B. Higgins, ‘‘ Concepts and Criteria of Secular Stagnation,”’ loc. cit, 
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“neutral” in the Harrod sense.1_ Each innovation will absorb 
capital during its gestation period, but once the New Firms are 
established and the New Plant and Equipment is in place, it will 
absorb capital only for replacement purposes. Assuming that in 
each income period a ‘“ bunch ” of innovations is begun that is 
precisely as capital-absorbing throughout all subsequent history as 
the “bunch ”’ started in the previous period, total capital re- 
quirements, and gross offsets to savings, will grow only as fast as 
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replacement needs accumulate. Since the very process of innova- 
tion will lead ultimately to the obsolescence of plant and equip- 
ment brought into being by past innovations, and so to the com- 
plete disappearance of replacement needs for such innovations, 
net capital absorption will tend ultimately towards zero, The 
process is illustrated in Fig. 1.14 


1 Cf. Harrod, op. cit., p. 23. 
1¢ Fig. 1 is based on the following table :— 








Time period : 1 2 3 4 5 6 7 8 
Innovation number. Amount of capital absorbed ($ billions) 
1 10 2-0 1-5 1-0 1-0 0-0 0-0 0-0 
2 — 1-0 2-0 1-5 1-0 1-0 0-0 0-0 
3 — _- 1-0 2-0 1-5 1-0 00 8 0-0 
4 == = —- 1-0 2-0 1-5 1-0 1-0 
5 a _- —- —- 1-0 2-0 1-5 1-0 
6 -- -- -— -- — 1-0 2-0 1-5 
7 —_ aoe — — — — 1-0 2-0 
8 oa “= —- = — — — 1-0 
Total capital absorption 1 3 45 55 65 65 65 65 





The argument can also be set forth in terms of equation (5) above. Assume 
first of all a stationary state without technological progress, population growth or 
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If growing replacement needs are not provided for by increased 
business saving, the mere growth of the stock of capital would 
provide some offset to other forms of saving. However, what 
we know of business behaviour suggests that failure to increase 
business saving as the volume of assets grows is the exception 
rather than the rule; indeed, Hansen has argued that because of 
the frequency of capital-saving inventions, the normal volume of 
business saving may be more than enough to provide for mere 
replacement, and that some net accumulation of capital (in terms 
of productive capacity) could be financed by business saving 
alone. It would be quite a simple matter to recast the argument 
in terms of gross saving (S,) and gross investment (J/,), adding 

O . - to the savings function and sa k = to the invest- 
ment function. It seems improbable, however, that 
+ Oe 
od dt 0Q° dt 
would be quantitatively significant. 





resource discoveries. Under these conditions oe is zero, and 4 is zero. Since 
the favourable effects on investment of a high level of real income, and the un- 
favourable effects of a large stock of capital, depend largely on the expectations 
they create, A and y¢ will tend to be insignificantly small in such a stationary 
state. Suppose A(O,) and 4(Q) can be ignored, and J = 0. 

Now suppose @ constant rate of technological progress is introduced into the 


system, so that © a 0. 


dt 
- . S di a? 

Then I = ¢(T), and a-3’a* 
Thus a constant rate of aii iaaiiad progress will perpetuate past rates of 
growth, but will not accelerate the rate of growth. If J = 0 to begin with, since 
ai a7’ 
ay dt 
generate no net investment. 

The same conclusion is reached by M. Kalecki (Studies in Economic Dynamics, 
pp. 89-92). Mr. Harrod, who defines a ‘‘ neutral” stream of inventions as one 
which requires a rate of increase in capital equal to the rate of interest engendered 
by it, concludes that ‘‘ a steady and neutral advance ”’ will require net investment 
if an economy operates under a goods standard, but not if it operates on a labour 
standard (J’owards a Dynamic Economics, pp. 27-31). However, the question 
raised in the present essay is a different one, viz., will a constant stream of 
innovations, in itself, engender net investment, and so provide a net offset to 
saving? If equation (5) is valid, it seems that it will not. 

A situation where J = 0 is apt to occur in depression, when, let us say, 
(0,) = ¥(Q) and L+f 7 K =0. If then a constant rate of innovation sets 
in, while (L + K) = 0, .. _ = 0 and J remains zero. Analogous arguments 
apply to a constant rate of population growth or a constant rate of discovery of 
new resources. It is for this reason, perhaps, that ‘‘ secular stagnation ” is most 
likely to make its presence felt after a period of prolonged depression. 


= 0, the introduction of a constant rate of technological progress will 
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We can now state our conclusions. Substituting equations 
(4a) and (5a) in equation (3d), 


[lt + 2) +57) 
— tao; [7 (b-% toe: ae +50 a) + a 


+ (4. PL , of PK if ot) — 5° Tt 
an’ d@ * oR’ d® * ap dP) ~ dQ’ dt 


Thus when potential real income is increasing at an increasing rate, 
as a result of rapid population growth, expanding frontiers and 
rapid technological progress, there will be growing pressure on the 
labour supply, and a chronic inflationary gap is likely to occur. 
When population, supplies of new resources and technical know- 
ledge are growing, but at a decreasing rate, savings will still rise ; 
while at some point in time the unfavourable effects on investment 
of declining rates of growth and a growing stock of capital will 
tend to offset the favourable effects of a rising realincome. From 
that point onward, net investment will tend to fall, and unemploy- 
ment to increase. Thus an economy will tend to suffer increasing 
under-employment soon after the rate of growth falls off. It 
should be noted, moreover, that increasing under-employment 
aL dK 7; 
‘dt’ a ° at 
corresponding second derivative is negative, and the sum of the 
other second derivatives in the investment function is zero. 


will tend to appear if any one of — is positive, while its 


Ill 


To the present writer’s knowledge, there is no systematic 
theory of trend that contradicts the model set forth above; all 
other systematic theories of economic development duplicate, 
fortify or supplement it. A few brief examples should suffice to 
demonstrate this point. 

In Schumpeter’s model, the economic growth of capitalist 
societies (as distinct from the inevitably cyclical pattern of their 
development) seems to depend somewhat on population growth, 
to a greater extent on discovery and development of new resources 
(which is one type of innovation) and above all on technological 
progress, which Schumpeter regards as the most dynamic form 
of innovation. Continued growth requires a swelling stream of 
innovations, which will occur only with a growing supply of 
“‘ New Men ” to found “ New Firms ” and construct ‘‘ New Plant 
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and Equipment.” It is never quite clear what determines the 
supply of ‘‘ New Men,”’ but Schumpeter apparently believes that 
the supply will be abundant in a relatively young capitalist society, 
and that it will be choked off later by a social climate antipathetic 
to enterprise, which will develop as a “ natural” reaction to the 
very success of Capitalism. 

Schumpeter does not deny the logical consistency of the Hansen 
theory. He even has some frills of his own to add: the mechan- 
isation of progress slows down innovation, and childlessness 
“eliminates much of the driving power from bourgeois motiva- 
tion.” The latter factor, however, might reduce savings as well 
as investment. Schumpeter does deny that the Hansen thesis 
explains the depth and duration of the great depression of the 
thirties. The down-swing was to be expected,—at least apart 
from the financial crises of 1931 to 1933—from his business-cycle 
model itself. It is only ‘‘ the disappointing Juglar ’—the down 
turn in 1937 after so incomplete a recovery—that needs special 
explanation. Schumpeter finds this explanation in his own 
theory of stagnation; the New Deal, with its higher income taxes, 
capital gains and undistributed profits taxes, payroll taxes, public 
investment, labour legislation, regulation of the capital market 
and so on, was the epitome of a social environment hostile to 
“New Men,” and so prevented the stream of innovations from 
developing “‘ naturally.” 

In terms of the above model, then, Schumpeter’s theory of 
increasing under-employment amounts to two propositions about 
terms in the investment equation (equation 5) :— 


ot aE > 
or oK ob 
(2) 4 < 0, because of the growth of an “ hostile environment ” 


for New Men. 


Thus the Schumpeter theory does not contradict, but fortifies, the 
Hansen thesis, by suggesting additional reasons for increasing 
under-employment in an advanced capitalist society.* 


1 The above comments apply to Schumpeter’s Business Cycles, where his 
theory of economic development is presented in a systematic form. In his 
Capitalism, Socialism, and Democracy, Schumpeter appears somewhat more 
critical of the Hansen theory. He suggests (pp. 113-14) that since human wants 
are inexhaustible, the aggregate volume of consumer spending in a society may 
rise at a constant rate, even if population growth is tapering off, through an off- 
setting rise in the propensity to consume. This possibility cannot be excluded, 
but Schumpeter has not established any logical necessity for such a development, 
nor has he provided any empirical evidence that it has taken place. He also 
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Harrod’s theory is in many respects an alternative formulation 
of the Hansen thesis.1 It is a formulation that has both advan- 
tages and disadvantages.” His fundamental equations, GC = s 
and G,,C, = s, are convenient in their applicability to both mature 
and under-developed economies; in countries where the rate of 
actual growth (@) is rapid (because, say, population growth is 
rapid) there will be a chronic tendency for G to exceed the 
‘“‘ warranted ” rate of growth (G,,),3 and consequently a chronic 
tendency for required capital accumulation (C,) to exceed actual 
capital accumulation (C) (since GC and G,,C, both = s, the average 
propensity to save). This situation leads to a chronic inflationary 
gap. Ina slowly growing economy, G,, will tend to exceed G, C 
will tend to exceed C, and a chronic deflationary gap will appear. 
This applicability to both slowly and rapidly growing economies 
might also be claimed for our own model; but the cumulative 





argues that improvements in technique may offset the effects of a declining rate of 
population growth on production. (pp. 114-15). Such a development, however, 
would mean only that potential output in our model could continue rising at a 
given rate; it would not assure an equal rise in the trend of actual output. It is 
also true that a sufficient rate of technological progress may offset the effects on 
investment of a declining rate of population growth, as our model indicates. 
Schumpeter admits that the opening up of new lands was a “‘ unique opportunity 
for investment that may not recur ’’ (p. 115), but reiterates the argument that 
other opportunities may appear, through an increasing rate of technological 
progress. This argument, however, is quite consistent with the Hansen thesis; 
the question is whether an increasing rate of technological progress is likely to 
occur. Schumpeter also suggests that the pure marginal efficiency of capital 
d¢ 
dt 
ment of an environment hostile to private enterprise. 

In the new chapter added to the second edition of this book, Schumpeter in- 
sists (p. 396) that people save only in order to invest. Thus “ if $20 billion is more 
than can be newly invested at a rate of return satisfactory to the marginal saver, 
why, people would be only too happy to consume the excess.” This statement, 
made in 1947, is surely one that should have been supported analytically or em- 
pirically. With the income distribution that would result from a completely 
neutral fiscal policy, would there not be some people too rich to spend all their 
incomes? And what of such institutions as life insurance, which accounts for 
more than half of personal savings in the United States and Canada? Is it certain 
that premiums would drop too (benefits plus costs) if insurance companies had no 
investment outlets except government bonds? Perhaps what Professor Schum- 
peter means is that the ‘‘ hostile environment ”’ prevents conspicuous consump- 
tion, as well as new investment ventures, and that people would find means of 
spending their incomes, no matter how high, in the absence of such a “ hostile 
environment.” 

1 R. F. Harrod, Towards a Dy ic E ics, London, 1948. 


might rise through time (— might be positive), if it were not for the develop- 





* For a more comprehensive analysis of Harrod’s theory, vide B. Higgins, 
“* Towards a Dynamic Economics,’’ The Economic Record, December 1948. 

3 Harrod’s G, is a rather complicated concept. It is the percentage rate of 
increase in national income that leaves entrepreneurs in subjective ex post equili- 
brium, and so perpetuates the same rate of growth. 
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nature of departures from a full-employment-without-inflation 
rate of growth appears more clearly in Harrod’s model. Harrod 
is also able to make a somewhat more useful application of his 
equations to the trade cycle than could be claimed for the model 
presented here. 

On the other hand, Harrod’s equations are not really opera- 
tional; they isolate no fundamental causal relations. In particu- 
lar, they provide no explanation of investment decisions, nor 
even of the fundamental “‘ warranted rate of growth.” Also, his 
discussion of the casual relations behind the equations, while it 
is essentially along the lines of Hansen’s thesis, leaves out discovery 
and development of new resources (the geographic frontier) } as a 
factor in economic growth. There seems no good reason for this 
omission from a general theory of trend. Development of 
“ frontiers ” has been an important factor in economic growth in 
the past, and it is only by ignoring it that Harrod is able to exclude 
diminishing returns from the land as a factor limiting economic 
expansion. 

Domar’s theory,” like Harrod’s, is based on an equation for the 


“ equilibrium ” rate of growth : = =ao. (J is net investment, 


« is the marginal propensity to save and o is the increase in pro- 
ductive capacity due to net investment.) Domar’s formal pre- 
sentation, like Harrod’s, provides in itself no theory of investment. 
It amounts to saying that the volume of spending generated by 
investment must be sufficient to absorb (at profitable prices) the 
increased output made possible by investment, if equilibrium is 
to be maintained. It also shows, however, that if « and o are 
constant, investment must increase at a constant percentage rate 
for equilibrium to be maintained. The reason for this necessity 
is essentially that the rate of increased flow of goods and services 
depends on the rate of investment, while the rate of increase in 
income generation depends on the rate of increase in investment. 
In terms of our equations, it means that with « and o constant, the 
combined effects of = 4 and of K, 7' and i must be constant; and 
it fixes this constant at a given percentage rate of increase. Thus 


1 I have endeavoured to define the ‘‘ geographic frontier ’’ and to explain its 
importance for investment in ‘‘ Concepts and Criteria of Secular Stagnation,” 
loc. cit. 

2 E. D. Domar, ‘‘ Capital Expansion, Rate of Growth, and Employment,” 
Econometrica, April 1946; ‘‘ Expansion and Employment,” The American Econo- 
mic Review, March 1947; ‘‘ Investment, Losses, and Monopoly”’ in Income 
Employment, and Public Policy: Essays in Honour of Alvin H. Hansen, New 
York, 1948. 
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the more capital is accumulated, and the higher national income 
already is, the greater must be the absolute volume of net invest- 
ment; and the absolute amount of net investment must expand 
at an increasing rate, if full employment is to be maintained. In 
an advanced society, where much capital is already accumulated 
and income is already high (and where « may be increasing as well), 
this is a tall order. 

Thus Domar’s formal theory, set forth in the first two essays, 
amplifies the Hansen thesis. The third of his triptych of essays 
contains the suggestion of a further supplement to the model set 
out above. In our model, trends in the efficiency of allocation 


of resources have been ignored. Domar suggests that % (Op — 04) 


may be positive, not only because of increasing under-employment 
of labour, but also because of increasing excess capacity and 
waste of capacity, due on the one hand to growth of monopoly 
power, and on the other to increasing imperfection of foresight 
regarding innovations and consequent obsolescence. The growth 
of monopoly not only leads to increasing unemployment of 
capacity, but, by retarding innovation, causes unemployment of 
labour as well. Whether innovation takes the form of develop- 
ment of new techniques or development of new resources, some 
existing interest is injured; and if these vested interests are pro- 
tected by strong monopoly organisations, innovations will be de- 
layed. Hence the importance of the New Firm, in a new field, 
with no existing vested interests to displace. 

Kalecki’s theory of trend has the advantage of isolating the 
major factors determining the trend in investment, which is in 
turn the primary determinant of the rate of economic expansion. 
In his system, “ the chief determinants of investment in the long 
run ” are “‘ changes in capitalists’ consumption, rentiers’ savings, 
and innovations.’ In contrast to the Domar and Harrod models, 
Kalecki’s theory of trend incorporates the effects of time-lags, 
although these are naturally less important in his trend theory 
than in his cycle theory. 

All the “ chief determinants ”’ are likely to lose force in an 
advanced capitalist society. The “stable part of capitalists’ 
consumption,” A, increases, after a lag, with capitalists’ wealth 
andincome. But capitalists’ income does not rise proportionately 
with output, because of the growth of overhead costs as capital 


accumulates; a positive or may not raise profits; and with 


1 M. Kalecki, Studies in Economic Dynamics, London, 1943, Chapter 5. 
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increasing concentration of capitalists’ wealth and income, = 


may be negative even if profits have been rising in the past. For 
all these reasons, in a mature economy (one with high income and 


much capital) = is likely to be negative. Schumpeter’s 
“hostile environment ’’ would add to the forces making 2 
negative, by discouraging conspicuous consumption. Rentiers’ 
savings cause negative long-run investment by their very existence, 
by increasing entrepreneurs’ indebtednuss. Innovations, unless 
capital saving, tend to raise investment, but their effectiveness in 
this respect is reduced by the trend towards monopolisation and 
“ mechanisation of progress.” 

In our model a negative ’ would show up in equation (5a) as 

2 

a reduced value of = at any point of time and a negative -S 


A rising trend in rentiers’ savings and the accompanying increase 
in entrepreneurs’ indebtedness through time would reduce ¢ with 


respect to all the independent variables (L, K and 7’), and would 
dd 


mean that dt would be negative. The retardation of technological 


2 
progress would mean that would be reduced, and that a 


would be negative; and might also mean that oo would be 
negative. 

Kalecki’s model also elaborates the effects of a constant rate 
of technological progress; it will not in itself produce expansion, 
and would leave a stationary state stationary ; but in an economy 
expanding at a given rate for other reasons, a constant rate of 
technological progress will tend to perpetuate that rate. 

Thus Kalecki’s model does not in any way contradict Hansen’s 
theory of increasing under-employment, but amplifies and supple- 
ments it. 

Professor Keirstead’s theory of trend also makes economic 
development dependent upon innovation, a moving frontier and 
population growth, with the main emphasis on innovation. 
Keirstead prefers to treat discoveries of new resources (movement 
of the frontier) as a type of innovation; this treatment does not 
alter the argument fundamentally, but has the disadvantage, 
already noted, of making it less apparent that when the rate of 
1 B.S. Keirstead, The Theory of Economic Change, Toronto, 1948. 
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discovery and development of new natural resources slows down, 
expansion becomes increasingly dependent on _ technological 
progress. 

Keirstead accepts the theory of increasing under-employment 
in general, but stresses growth of monopoly as a factor reducing 
the expansionary effects of innovations. Accordingly, he criti- 
cises Hansen and his followers (not altogether justly) for concen- 
trating on compensating for undesirable trends, rather than seeking 
policies to remove the causes of stagnation, by stimulating popula- 
tion growth, encouraging innovation and reducing the degree of 
monopoly. The general theory of trend, however, is the same as 
Professor Hansen’s. 

The novelty in Professor Keirstead’s treatment lies in his 
synthesis of aggregative effects with the behaviour of particular 
firms and industries, and in his integration of the theory of indus- 
trial location with the theory of economic growth. Professor 
Keirstead explains how economic growth in one part of an economy 
is likely to cause decline in others, leading—in the absence of 
perfect competition and perfect mobility—to structural unem- 
ployment. An odd remark or two of his also suggests a simple 
link between the theory of the Kondratieff cycle and the theory 
of trend; given the trend factors (population growth, rate of 
discovery of new resources, etc.) the Kondratieff cycle becomes a 
matter of changes in the rate of “linked advance”’ (chains of 
innovations). In our own model the Kondratieff cycle would then 
consist of changes in 7' from exogenous factors, other factors 
remaining constant. 


IV 


All economists who have recently devoted special attention to 
the theory of economic development seem to agree that the 
capitalist organism will tend to lose its vigour at some stage, and 
that increasing under-employment will be one symptom of senility 
in capitalist economies. Indeed, not even the critics of the theory 
of increasing under-employment have sought to deny that, other 
things being equal, a decline in the rate of population growth, or in 
the rate of development of new resources, or in the rate of techno- 
logical progress, will tend to reduce net investment. Nor have 
they endeavoured to fly in the face of facts to the extent of arguing 
that rates of population growth and discovery of new resources 
are not declining in the Western democracies. What they have 
argued, in effect, is that other things are not equal, and that 
the inequality of other things tends to offset the deleterious 
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effects of declining population growth and disappearance of the 
frontier. 

What could these “ other things ”’ be ? 

First of all, there are the possible offsetting factors that have 
been deliberately excluded from our model : 2 in equation (3a) 
may be negative, and large enough to nullify the effects of a grow- 
aS dp oS dr. . 
er and ~~. 7, in equation (4) may be 
dO, 
dt 
positive, and big enough to offset the combined effects of declining 


ing deflationary gap; 


negative and significantly large ; Ed . in equation (5a) may be 
P 


rates of growth in L, K and T' and of capital accumulation; or - 


may be positive, and large enough to offset all factors affecting 
investment unfavourably. None of these conditions seems very 
likely, but they cannot be considered impossible without more 
knowledge than we now have. 

The classical theory, which has been reiterated as an argument 
against the theory of increasing under-employment, argued in 
effect that a tendency for savings to exceed investment would be 
neutralised by a fall in the interest rate. It seems likely that a 
fall in interest rates would reduce saving out of given incomes 
somewhat ;1 but it is highly improbable that any feasible fall in 
interest rates could offset the effects of a fall in income of any size.” 
Moreover, to be effective in combating trends leading to unemploy- 
ment, interest rates must be continuously reduced. There is little 
indication of an “‘ automatic ” tendency for interest rates to fall 
all the way to zero—let alone below zero. Interest rates below 
zero really constitute subsidies to private investment, which only 
governments can undertake, and which are among the remedies 
proposed (with qualifications) * by the exponents of the theory of 
increasing under-employment. There is the possibility, already 
noted, that C(Y) may rise as a result of increasing under-employ- 
ment; but this fact, if clearly established, obviously could not 
disprove the Hansen theory. There seems to be no other reason 
to expect the propensity to save to fall through time. True, a 


1 Cf. Harrod, op. cit., pp. 41-51; Higgins, ‘‘ Towards a Dynamic Economics,” 
op. cit., pp. 177-179, and “‘ A Diagrammatic Analysis of the Supply of Loan Funds,” 
Econometrica, January 1941. 

2 Cf. L. Klein, The Keynesian Revolution, New York 1947, pp. 84-86 and 
202-204. 

® Cf. M. Kalecki, op. cit. ‘‘ Full Employment by Stimulating Private Invest- 
ment ? ’’ Oxford Economic Papers, No. 7, March 1945. 
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declining rate of population growth means an ageing population, 
and the aged are net dis-savers; but so are children. Here 
again, however, more empirical research is needed. 

Similarly, according to classical theory, as reiterated by certain 
critics of the theory of increasing under-employment, a fall in 
interest rates would raise ¢. Recent evidence, empirical and 


analytical, suggests that it would, but not much. That is, 5 is 


small, rd is small and of +4 is so small that we did not include 
it in equation (5a). Still, this controversy cannot be considered 
completely closed. 

Another thing that may not ‘“‘ remain equal” is the rate of 
technological progress. The facts here are not clearly established, 
and are not easily discovered. All that can be said is that when 
the Schumpeter, Domar and Kalecki arguments are added to the 
Hansen argument, it seems highly improbable that the rate of 
technological progress could increase fast enough over a long 
period to offset a decline in the rate of population growth and of 
discovery of new resources. There is certainly no automatic 
tendency for it todoso. A constant rate of technological progress 
tends to cause a growing deflationary gap. As argued above, a 
constant i will not in itself call forth net investment; but it will 
raise real income, and thus raise savings, for any level of employ- 
ment. Moreover, as equation (2a) shows, the deflationary gap 
(O, — O,) varies directly with the level of technique. Even if 
(S — 1) is constant, a positive 4 will, other things being equal, 
result in a growing gap between potential and actual levels of 
nationalincome. During the 1920’s, the flow of capital-absorbing 
innovations, together with the replacement wave launched by 
World War I, was apparently enough to hide any trend towards 
increasing under-employment in most countries; but these were 
cyclical, not secular, forces. Empirical research, in which 
technological progress was isolated and measured over a long 
period to discern a trend, would be very helpful in assessing 
the possibility of a rapidly increasing rate of technological progress ; 
but since technological progress depends partly on the growth 
of scientific knowledge and partly on entrepreneurial expectations, 


1 Of course, the propensity to consume out of national income may be affected 
by policies regarding social security, taxation and so forth. Our purpose here, 
however, is to develop a pure theory of trend that would provide a basis for econo- 
mic policy; such a theory must obviously abstract from the effects of policy. 
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econometric research may not give us a final answer to this 
question. 

Finally, critics of the thesis suggest that if it were not for 
“ frictions,” certain things that now “ remain equal” (more or 
less) but should not, such as wages, would adjust themselves so as 
to eliminate unemployment. This controversy is an old one; my 
own assessment of it is presented elsewhere.1 But whatever may 
be said for wage-flexibility as a device for curing cyclical unemploy- 
ment, there is very little indeed to say for it as a measure to elimi- 
nate secular unemployment; for, as Harrod points out, as a long- 
run policy wage-cuts would have to be continuous. Even if such 
a policy were not morally and politically unacceptable, it would 
be of doubtful merit because of its probable tendency to reduce 
the propensity to consume, and so aggravate the forces of 
stagnation. 


9 


V 


There does not seem to be any very strong argument against 
the theory of increasing under-employment, provided the validity 
of the long-run investment equation is granted. On the other 
hand, the critics may have been too kind in granting the Hansen 
argument that population growth, discoveries of new resources 
and technological progress are the main long-run causes of net 
investment. The hypothesis that population growth stimulates 
net investment, especially needs more careful investigation. As 
Kalecki points out, population growth will not raise profits (and 
so investment) unless it raises consumption as well. Historically, 
consumption and population have increased together. Additions 
to population have always been provided with some income, at 
least in Western capitalist countries; children have been looked 
after by parents, the aged by their children, and people of all ages 
unable to earn enough to keep alive have been provided with in- 
comes by private charity or by the State. The provision of in- 
come to those unable to support themselves seems to have been 
partly at the expense of savings. For these reasons, perhaps, 
entrepreneurs may have come to expect that growing population 
will broaden their markets, and the rate of population growth may 
act directly on investment through its effects on entrepreneurial 
expectations. Also, population growth acts directly on certain 
current data, such as trends in real-estate values, which influence 
investment decisions directly. Finally, people are workers as well 


1 B. Higgins, “‘The Optimum Wage Rate,” Review of Economics and 
Statistics, May 1949. 
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as consumers, and a growing population permits capital to be 
accumulated without increasing the ratio of capital to labour, and 
so reducing the marginal productivity of capital. Nevertheless, 
the precise process by which population growth generates invest- 
ment needs further examination—historical, statistical and 
analytical. 

The process through which innovations and discoveries of new 
resources create net investment will also bear re-examination. 
Innovations displace old commodities and techniques, new re- 
sources displace old ones; is the net effect necessarily favourable ? 
There are plausible reasons for thinking it is; innovations or dis- 
coveries of resources may bring temporary monopoly gains, 
accelerated replacement and a lifting of the propensity to consume. 
Are any of these results logically necessary? Pure competition, 
with complete freedom of entry and fluidity of capital, would 
eliminate any prospect of monopoly gain; accelerated replace- 
ment may not cause expansion if it is foreseen, and existing plant 
is accordingly written off more quickly—the result will depend on 
the net effect on ex ante savings and investment period by period ; 
and there is no assurance that the attractive new commodities will 
be bought at the expense of savings rather than other items of 
consumption. A large number of “ case studies,”’ providing de- 
tailed information on the precise effects of particular innovations 
on investment in the new industry, in related old industries, in 
displaced industries ; on the level and pattern of consumer spend- 
ing and saving, on monopoly power and on profits, would be very 
helpful.? 

Meanwhile, it appears to the present writer that the onus of 
proof is on the critics of the theory of increasing under-employment. 
The theory cannot be said to be proved; there are conceivable 
conditions, outlined above, that could make it wrong. However, 
with present knowledge, the assumptions on which the theory is 
based seem more plausible than the assumptions that would make 
it wrong. 

BENJAMIN Hiaerns. 

University of Melbourne, 

Australia. 


1 A useful beginning in this direction is made by Léon H. Dupriez, Des 
M ents Ec iques Généraux, Louvain 1947, Part II, pp. 219-552. The 
classical theory of stagnation, especially J. 8. Mill’s version of it, is worthy of re- 
consideration in this context. If population is no longer growing, the marginal 
efficiency of capital has fallen to the minimum necessary to make replacement 
worth while, and pure competition exists, it seems quite plausible that techno- 
logical progress would lead simply to more and more displacement of labour, 
increased leisure and ‘‘ cultivation of the Arts,’ rather than to net investment. 
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THE SPRINGS OF TECHNICAL PROGRESS IN 
BRITAIN, 1919-39 


Tuis article is an offshoot of a larger study, on which I have 
for some time been engaged, of the British economy between the 
wars. Before a definitive economic history of the inter-war period 
can be written, many sources of information at present private 
will have been opened, and a whole generation of research workers 
will have had to sift the material. My own study is essentially a 
preliminary survey which will I hope serve to point some of the 
questions to be answered, and to guide the researchers’ inquiries. 
But it is all too clear to me that even this preliminary survey will 
not be ready for publication for some considerable time, and it 
has therefore seemed worth writing the present notes on an aspect 
which should have more attention than it has been receiving. 
Some of the economic historian’s questions about inter-war 
Britain are already fairly well understood—on the international 
trading position and on monetary policy, forexample. Technical 
progress, on the other hand, is a matter that has been pushed into 
the background. Worse than that, it is almost being denied in 
pronouncements which, for one reason or another, emphasise 
“stagnation ”’ and “lack of enterprise”’ in British industry 
during the ’twenties and ’thirties. While perhaps fair enough 
within their contexts and not misleading to those whose memories 
hold direct knowledge of the rapid changes of the period, such 
statements do run the risk of misleading a younger generation. 
A new generation of economists, economic historians and (worst 
of all) political economists who believed literally in the “ stagna- 
tion ’” of British industry between the wars, would be a disaster 
which I must strive to avert. My main purpose in this article is 
not, however, to chronicle the technical changes—that would be 
too long a story—but to survey the factors which appear to have 
had important effect on the rate of change.? 

Technical progress in the period was in fact spectacular. 
Measurements of productivity over the whole field have not, 
hitherto, been worth much, but a cautious authority has thought 
fit recently to quote an estimate of 50% for the average rise in 

1 In preparing this article for publication, I have been saved from error on 
certain technical matters by comments from Professor H. J. Emeleus and Dr. T. P. 


Hoar (of Cambridge) and Professor T. S. Ashton (of London), and I gratefully 
acknowledge their kindness in reading my first draft. 
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output per man-hour between 1914 and 1931.1 Change was 
manifest to the man-in-the-street, particularly in the motor car, 
the aeroplane, the radio, electrification, artificial silk (its younger 
plastic brothers were only just becoming known) and mechanisa- 
tion here, there and almost everywhere. These manifestations 
had their roots in comparatively few major developments, spring- 
ing mainly from the first decades of the century, infinitely elabor- 
ated in practical application in many directions. The oldest of 
the innovations were the internal-combustion engines (both petrol 
and diesel types) and those bearing on the generation and trans- 
mission of electricity. A less spectacular item came from the 
bicycle—the use of ball-bearings in machines where high speeds 
were involved. Then a little later there were in metallurgy two 
developments amounting to a revolution. First of these was the 
invention of manganese steel and stainless steel, the two outstand- 
ing forerunners of a long and extraordinarily fruitful series of 
new alloys, both ferrous and non-ferrous. Secondly, the other 
basic problem which has faced metallurgists throughout the ages, 
the problem of jointing, came to be widely dealt with by welding, 
which, though not altogether new, was newly appreciated and 
applied over a wide field. Chemists discovered the possibilities 
of new processes at extreme temperatures and pressures, and 
catalytic methods spread rapidly. Lastly, among these basic 
innovations we should include a change due to no single invention 
but to a host of minor inventions that made possible precise 
measurement and control of industrial operations where rule of 
thumb had previously prevailed. 

These fundamental changes—the internal-combustion engine, 
ball-bearings, the new alloy metallurgy, welding, the new chemical 
processes and precision control—were by no means independent 
of each other. Advance in one direction depended, again and 
again, on advance in another direction. The typical new pro- 
ducts of the age were made possible by progress along three or 
four or even all of these lines. The motor car of 1939, for example, 
depended not only on the internal-combustion engine, but also on 
the new high-speed multiple machine tools that depended on ball- 
bearings, the new alloy steel and the electric furnace; on the 
new ferrous alloys; on plastics for fittings and trimmings; and 
on electrical power at every turn. Again, the elaboration of the 
new “special-purpose ”’ steels and non-ferrous alloys was facili- 


1 Professor G. C. Allen, in the Westminster Bank Review, August 1948, cf. 
L. Rostas, Comparative Productivity in British and American Industry, p. 43. 
(‘‘ In these 13 years [1924-37] output per wage-earner in manufacturing increased 
by about 37 per cent.”’) 
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tated by the use of the electric furnace,! and the employment of 
these new metals sometimes depended on electric-deposition 
methods, metal-spraying pistols, welding and other devices for 
repairing, facing or “tipping ”’ metals. The reaction of the new 
metals on engine design was already perceptible in 1925.2. Later 
they were to be one of the basic factors in the construction of the 
new high-speed machine tools (particularly in providing better 
cutting edges and points). In all stages of the processing and 
transport of food the new metals were revolutionary. For 
chemical engineering the successes in the struggle against corro- 
sion, and the production of immensely strong metals which could 
resist extreme temperatures, were vital to the new processes in the 
chemical industries—particularly in the petroleum refineries.® 

There were also innovations which, though they did not have 
the wide ramifications of those already mentioned, were important 
in one particular line of production. In shipbuilding, for example, 
hull design changed radically about the end of the war, and this 
change combined with the marine-engineering advances (which 
released much fuel space) to make ship construction profitable 
despite the glut of ships. Improvement in steam-engines for all 
purposes—the use of high pressures and “ superheating ’”—was 
more rapid than it had been for decades. The use of reinforced 
concrete greatly improved the products of the civil engineers— 
the docks, harbours and bridges that British engineers were erect- 
ing not only in Britain but also in most countries of the world. 
In the consumption-goods trades, strides in food preservation 
made possible a more varied yet cheaper diet over the whole year, 
while the new hosiery machines combined with artificial silk to 
make the “ silk ” stocking that revolutionised the appearance of 
the working-class girls. ‘“‘ The radio” came to give them new 
entertainment and perhaps a good deal more as well. 

It is, of course, true that in many of these items—the radio for 
instance—the pace of innovation was set in foreign industry rather 
than in British industry. There were others—shipbuilding and 
marine engineering especially—where the pace was set by Britain. 
In still others—in “the new metallurgy ” particularly—Britain 
sometimes led and sometimes fell behind. When people say that 
British industry was “ stagnant ” they often mean merely that 


1 The electric furnace had the advantage of yielding a product comparatively 
free from non-metallic inclusions, and this was useful in the new alloy steels 
which were disastrously spoilt by such inclusions. 

2 The Times Trade Supplement (hereafter referred to as 7'.7.S.), 6.10.34 
(Constructive Economics Section). 
® See, e.g., 7.7.8. 16.12.33 (Re-equipment Section). 
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Britain was predominantly in the rear. To determine whether 
Britain was in fact more in the rear or in the van would be a vast - 
study in itself, and I cannot attempt it here.1 What I am anxious 
to point out is that even when Britain fell behind, the changes in 
Britain were yet, in many directions, rapid, and the consequences 
for the standard of living and for working conditions were sub- 
stantial. If technical progress in automobile production was a 
peculiarly American contribution to world economics, it remains 
true that in Britain too the exploitation of the internal-combustion 
engine in private cars, in buses and in commercial vans and 
lorries made for more spectacular transformation in material 
conditions than any other single factor: it contributed to the 
redistribution of industry, the sprawling of towns far into the 
adjacent countryside, the new shape of retail trade, the break of 
the railways’ monopoly and many other changes both agreeable 
and disagreeable. Imitation of the foreigner is not as enterprising 
and is probably not as profitable as leading the world, but it can 
none the less ‘“‘ deliver the goods.” In the long story of technical 
progress between the wars, imitation of the foreigner plays a large 
(and easily overestimated) part. But this story is too long to tell 
now (even had I the knowledge), and in the remainder of this 
article I shall ignore imitation of the foreigner and consider how 
other factors were prompting invention and innovation in British 
industry. 

Technical progress always finds some stimulus in the distor- 
tions of war-time demand and supply, and the First War was 
no exception. In many directions the effect of war was to 
accelerate rather than to innovate development—aircraft and the 
motor lorry provide the outstanding examples. Wireless-trans- 
mission valves, developed primarily for naval use, and aluminium 
working, for aircraft and for other military and naval uses, were 
developments on a comparatively small scale, but sufficient to 
prompt development for peace-time purposes before the spectacu- 
lar growth during the Second War. There were others less ob- 
viously related to war conditions. Chief among these was 
automatic welding, which became of widespread importance in 
engineering of all kinds. Its rise originated in Admiralty needs.” 
The vibration and shock due to gunfire used to work rivets loose, 
so that many of the rivet-holes in the bulkheads would cease to 

1 The question, of course, bears on the problem of Britain’s international 
trading position. 

2 The ‘‘ automatic electric welding” process was patented by Mr. L. J. 


Steele, Electrical Engineer at Portsmouth Dockyard, and Mr. H. Martin (7.7.8. 
17.12.21 and 14.10.22). 
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be watertight. Welding provided a joint which would remain 
completely watertight. Merchant ships do not have to stand the 
same shocks, but they do have to suffer some, and it was inevitable 
that the new process, which quickly proved economical of a 
particularly onerous type of labour, should be applied far more 
widely than the original extraordinary need would have suggested. 

In three branches the chemical industry received special 
stimulus from war conditions.1 In petroleum chemistry it is, of 
course, impossible to separate the stimulus of the First War 
from that which growth of motors and aircraft would anyway 
have occasioned. What is certain is that by the middle ’twenties 
systematic investigation of the chemical and physical properties 
of crude oil had “ brought about a wider outlook and indicated 
the immense possibilities latent in petroleum.’’? Britain had 
already become an exporter of the refined material, and the mani- 
fold development of new hydrocarbon products was in prospect. 
The third branch to benefit especially was the new solvents 
industry, which grew rapidly in the Hull district and elsewhere. 
It is said * that the major impetus to its growth was the necessity 
of getting rid of surplus war stocks of certain materials. Five 
products derived from the fermentation of molasses—ethy] acetate, 
amyl acetate, butanol, acetone and acetic acid—became rapidly 
better known and found uses in rayon, varnishes, explosives, 
leather manufactures, synthetic resins, confectionery, perfumery, 
cosmetics, measuring instruments and a host of other products. 
The war had also given a direct stimulus to certain plastics, in 
which these solvents were so important : for instance, it was the 
war-time need for a non-inflammable coating for aircraft that laid 
the foundation of Britain’s cellulose-acetate industry.* 

The war was also responsible for great impetus being given to 
organised research. Quite early in the war it was realised that 
Britain had fallen behind foreign rivals (particularly Germany) in 
the application of science to industrial problems, and that this 
laggardness was proving a handicap in the development of 
Britain’s war potential. The Government accepted the view that 
it should take immediate steps to promote scientific research in 
industry, and in July 1915 a department (which in 1916 became 
the Department of Scientific and Industrial Research) was founded 
for this purpose. This Department tackled the problem along 
two lines. Its preferred method of attack was to help industrial- 

17.7.8. 4.3.22. 

2 7.7.8. 26.11.27 (Chemical Section). 3 7.7.8. 9.37. 


‘4 A minor development accelerated by investigations into the problems of 
gas warfare was in the preparation of activated charcoal. 
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ists to form their own Industrial Research Associations, whose 
programmes were, on certain conditions, subsidised from govern- 
ment funds. Among the industries whose research associations 
were aided in this way were various sections (mostly highly 
specialised) of the metal and engineering trades, textile and 
leather industries, the glass industry, laundries, flour mills, con- 
fectionery and food manufacture. Secondly, the Department it- 
self undertook certain research work which was considered of 
national importance, but which for one reason or another was 
unsuitable for comprehensive attack by private enterprise.! 
Under this heading came the direct work of the Departments 
research stations, in fuel utilisation, food storage, fundamental 
physical problems and building materials and methods. 

For this development the ground was already being prepared, 
in a small way, by the technical departments of some of the pro- 
vincial universities. A notable example was at Sheffield, where 
the tradition in the cutlery industry had been strongly individual- 
istic. The University’s Department of Applied Science made 
itself the centre of co-operation between some of the more en- 
lightened firms, so that when in 1920 the British Cutlery Research 
Association was founded under the D.S.I.R. scheme, it was able 
rapidly to develop a programme which was already in 1921 bearing 
useful fruit.2 In the glass-making industry, too, Sheffield Uni- 
versity was giving a lead and was finding the manufacturers ready 
for organised research—research that had an important place in 
the supersession, by automatic and semi-automatic machinery, of 
the old laborious methods.* The textile research associations of 
Yorkshire also found inspiration and practical help in the local 
universities and technical colleges. In the foundry trades, where 
old methods were dying hard, research meant the co-operation of 
the research associations with the National Physical Laboratory 
(a D.S.I.R. establishment) and the Universities of Birmingham 
and Sheffield and University College, Swansea. In other cases 
the work was organised by established technical organisations— 
the Institute of Mechnical Engineers was carrying out research on 


1 This passage is based on the D.S.I.R. Memorandum on State Assistance to 
Research in Industry, in Factors in Industrial and Commercial Efficiency issued by 
the Committee on Industry and Trade, 1927 (pp. 305 et seq.). 

2 H.g., a machine, made to the Research Association’s order, for boring tang- 
holes in knife handles. This machine, operated by girls, gives perfectly uniform 
results, in contrast to the irregular products of the former highly skilled and 
dangerous work of men. (7.7.8. (B.I.F. Section) 26.2.21.) 

8 T.T.S. 26.3.21 and 4.2.22 (Industrial Yorkshire Section). Sheffield University 
was doing useful work on metal springs, the causes of failure in wire ropes, ‘‘ creep ”’ 
in metals, and low-temperature carbonisation (7.7.8. 12.12.31). 
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cutting tools and on steam-nozzles, for example, while the In- 
stitute of Metals had a ‘‘ Corrosion Sub-committee,’’ whose annual 
reports bear witness to co-operative effort over a long series of 
years. 

Parallel with this development of organised co-operative 
research, there was decided growth of private research inside or 
on behalf of individual firms. In 19251 it was said of the steel 
industry, “all the great works have laboratories where problems 
incidental to their own branches of trade are dealt with. The 
Brown-Firth laboratories [where the early work on stainless 
steel was done] are good examples of individual initiative in this 
connexion.” In 1934 the United Steel Co. at Sheffield opened a 
huge central research department at Stocksbridge. Progress in 
diesel-engine design was largely the result of “ painstaking 
researches of many individuals in private experimental establish- 
ments and technical colleges.” * In the chemical industry 
revolutionary changes—the extension of electrolytic methods, 
the use of very high and very low temperatures, the great increase 
in the use of solvents and of catalysts—were resulting from 
private industrial research, often developing from fundamental 
research in the university laboratories. Apart from these rather 
special cases of steel and chemicals, where the industrial concerns 
were unusually large, purely private research did not get much 
publicity. It was the work of the industrial research associations, 
often on the basis of fundamental research in D.S.I.R. establish- 
ments or universities, that naturally found its way into Press 
reports. It is difficult for anyone outside industry to judge how 
far the weight thus given to co-operative research fairly represents 
what was happening. Results—for example, the improvement 
of the petrol-engine—are evidence of a great deal of private work 
going on inside the individual firms. The willingness with which 
the work of the research associations was promoted is itself evi- 
dence of a disposition to rely rather on scientific research than on 
the old rule-of-thumb methods. It would be strange indeed if this 
disposition (of which there is also a good deal of independent 
evidence) did not manifest itself inside the firm (especially the 
engineering firm) as well as round the table of the research associa- 
tion or the technical institute. 

We can conclude that there was during the period a great 
growth of scientific research into industrial problems, that this 


1 In 7.7.8. Annual Engineering Review, 24.1.25. 

2 7.7.8. 3.36 (Diesel Power Section). Marine-engineering firms were already 
deep in research on diesels in 1920 (17.12.21, Engineering Supplement). 
3 7.7.8. 9.37. 
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growth had its immediate origin largely in government policy in 
facilitating the use of industrial research associations, and that 
there was also, inspiring the whole movement, the spread of a 
more scientific attitude in both new and old industries. This 
industrial research was getting important results, improving the 
products of industry, reducing the burden of disagreeable manual 
work and strengthening the competitive position of British ex- 
porters. But we must be cautious in this last conclusion, for, 
although there was a very marked change in Britain, it was a 
movement in which Britain was late in the field, and in 1927 the 
Balfour Committee was obliged to point out that British expendi- 
ture on organised industrial research was completely dwarfed by 
figures from the United States and Germany.! Quantitative 
comparisons perhaps exaggerated the difference—it is difficult to 
overestimate the importance, to the whole metallurgical field, of 
the work done by a handful of men in the private research estab- 
lishments of the Sheffield steelmakers; and Britain was at any 
rate in this period making a conscious effort to remedy her 
shortcomings. 

This research effort was guided along lines determined some- 
times by the emergence of a new demand (frequently itself the 
result of the cheapening of a complementary good), sometimes by 
the sharpened competition of an alternative good, sometimes by 
the expensiveness of a material (fuel economy was one of the 
important stimuli in these years) and occasionally (in the chemical 
industries) by argument from fundamental principles. Where 
chance did have some part in determining the course of invention 
it was because it revealed the possibilities of achieving an end for 
which there was an obvious demand. Although perhaps the 
phrase “‘ Necessity is the mother of invention ” gives too simple a 
view, at least we can say that in the inter-war period the course of 
technical improvement was in large part dictated by market con- 
ditions. The following paragraphs indicate some examples of the 
influence of various market conditions in particular cases. 


1 Factors in Industrial and Commercial Efficiency, pp. 318 et seg. In 1929 the 
Balfour Committee could still be highly critical of the industrialist’s attitude. 
Cf. the following strictures from p. 218 of its Final Report (Cmd. 3282 of 1929): 
‘* Before British industries, taken as whole, can hope to reap from scientific 
research the full advantage which it appears to yield to some of their most for- 
midable trade rivals, nothing less than a revolution is needed in their general out- 
look on science; ’’ and, ‘‘. . . in our opinion it is the imperfect receptivity to- 
wards scientific ideas on the part of British industry which is at the moment the 
main obstacle to advance, and a change in this attitude would open up prospects 
of development which are at present beyond the range of possibility.’”’ News- 
paper reports in the thirties suggest that these strictures would have been much 
less just in 1939. 
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Necessity’s motherhood is seen in its most simple form when 
the normal method of satisfying a demand has become unusually 
expensive and a cheaper substitute is sought. It was in this way 
that the successful search for synthetic menthol began,! and the 
high price of natural perfumes stimulated the evolution and 
production of synthetic perfumes by British manufacturers.” 

The influence of the final consumer’s desire for some advantage 
not previously enjoyed at all is exemplified in the woollen indus- 
tries, which for a very long time sought to make woollen goods 
proof against shrinkage. Eventual solution of the problem came 
after prolonged laboratory work, when it was found that in 
narrowly limited conditions an effective process could be used. 
“ Unshrinkable ” woollens arrived, that is to say, partly be- 
cause people had always wanted them, partly because a scientific 
attack on the problem was made and partly because the inter-war 
industrialist began to appreciate the possibilities of accurate 
control of processes and conditions. More frequently demand 
showed itself as a final producer’s demand for a solution by the 
engineers of new or old problems in the factory. Here again 
examples are afforded by the textile industries. Of the relatively 
few changes in textile machinery during the period, most were in 
one way or another connected with the adaptation of machines to 
suit the properties of artificial silk. New solutions for older 
textile problems were also being found: in 1925 a new heavy 
loom extended the range of cotton cloths that could be made on a 
large scale.5 The technique of road construction was revolu- 
tionised because the motor car tore the roads to bits, and the 
motorists called for more and better roads; but it is notable that 
the new technique exploited the recent advances in electrification, 
in machine tools, in the chemical industries and in many other 
directions. The new chemical processes, and particularly their 
new scale and the new emphasis on accurate control of product 
content, presented the chemical engineers with more imperious 
demands for plant that would resist corrosion and heat, and so 
helped to give direction to the search for new metal alloys.6 The 


1 7.7.8. 16.2.24. 8 7.7.8. 1.11.24. 

8’ T,.T.8. 10.39 (Wool and Wool Textiles Section). 

4 7.7.8. 13.8.27; 25.2.28 and especially 17.12.24. Artificial silk called for 
“comparatively gentle treatment,” and many changes in winding and other 
machinery were consequent upon this. 

5 This invention came from a young engineer who claimed that his success 
was because of his ‘‘ newness ”’ in the field “‘ and the fact that he was not obsessed 
by tradition have enabled him to plan a new type of loom construction from the 
floor up ” (7'.7'.S. 13.6.25; see also 3.10.25). 

6 7.T.S. 12.1.29, 21.2.31 (B.I.F. Section). 
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chemical industries were making substantial progress (by the 
development of organic solvents such as trichlorethylene) in 
dealing with the degreasing problems involved in electro-plating 
and other new metal finishes.1_ In the development of new paints 
the researches depended on such a mixture of influences—con- 
sumer demand for better finish, new raw materials, new chemical 
knowledge of the properties of organic substances—that it is 
difficult to say which factor predominated.? Of the multiplicity 
of “‘ special steels’ developed in the ’thirties it is easier to speak in 
simple terms: the general principles of using small additions of 
minor elements for getting particular results were established, and 
it was just a matter of evolving the particular combination of 
properties demanded for a particular use. A nickel—chromium 
steel wire was evolved for electric cookers, a nickel-manganese 
non-magnetic steel for turbo-alternators, another to stand the 
severe abrasion in mining machinery, and a host of special-purpose 
steels for the manifold demands of the new motor industry, for 
example.? In machine tools, the broad possibilities of improve- 
ment depended on the employment of the new steel, of welding, 
of ball-bearings and of electric power, and the prototypes re- 
mained few; but the derivatives were exceedingly numerous,‘ 
being adapted to the particular jobs to be done in particular 
branches of new and old industries. In work on steam-engines, 
the main incentives were, as we shall see, the competition of 
alternative engines and the desire to economise fuel, but in various 
details progress in one direction would demand progress in an- 
other. The full exploitation of vacuums by the steam-turbine and 
the greater interest in thermal efficiency, for example, led to closer 
study of the principles involved in condenser design and ‘other 
parts of the work, and a gradual improvement in these directions.® 

Sometimes the stimulus to improvement came not from a new 
demand but from the threatened loss of market to an alternative 
supply. The outstanding example of this during our period is 
provided by the steam-engine, where the competition of internal- 
combustion engines—particularly the diesel engines—stimulated 
improvement. A multitrde of minor changes, applying long- 
established principles, were responsible in the ’twenties for results 
which ‘‘ would have been thought impossible a few years ago, and 
which would presumably never have been attained had it not 
been for the ever-increasing competition of the internal combustion 


1 7.7.8. 3.9.33. 

2? 7.7.8. 30.4.32 (British Industrial Paints Section). 

3 Article, ‘‘ Metallurgist and Industry,” in 7.7.8. 10.35. 
7.7.8. 18.7.25. $7.78. 18.7.31. 
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engine.” Significantly the writer of these words went on to say : 
“These developments have spurred on the designer of oil engines 
to further effort . . .” 1 It was the stimulus of competition that 
kept the three main types of marine engine—the diesel, the steam 

turbine and the reciprocating steam-engine—in a neck-and-neck 
race through most of the period. Similarly in communications— 
the competition of radiotelegraphy awoke the cable companies to 
the importance of improvement, and stimulated experiments in 
1920-24 which evolved the new type of cable laid from 1924 
onwards.” 

In accounts of the advantages of improved equipment, fuel 
economy (generally meaning coal economy) looms large. At first 
sight this is a little odd, since the period was one of surplus capa- 
city in coal production and through most of it coal was not 
extraordinarily dear, relatively to the general movement of prices.® 
But interruption of supply by labour disputes gravely incon- 
venienced users in the twenties, and the physical size of the stock 
necessary to protect an industrial consumer say from a three- 
months’ coal strike was a quantity which justified a search for 
ways of reducing the rate of usage. Another factor was the desire 
to reduce the heavy and disagreeable (and therefore increasingly 
expensive) work of stoking boilers. The smoke-abatement move- 
ment also operated, for technical reasons, as a movement for fuel 
economy.‘ Lastly, the coal-economy movement derived some of 
its force from the competition with oil fuels : one of the principal 
advantages of the motor-ship was the relatively small space 
needed for fuel, and the reciprocating and turbine engines using 
coal ‘could hope to hold their own only if by fuel economy they 
could release space for more cargo.® 

In exceptional cases, in the chemical industry, the lines of 
research were set by the appreciation of the implications of newly 
established fundamental principles. This was a long business. 


“‘ Theoretical calculations indicated that in many opera- 
tions the utilization of high pressures would render the 


17.7.8. 26.1.29 (Annual Engineering Review). § 7.7.8. 17.71.26. 

3 Coal prices: Best steam Newcastle, end of 1913, 15s. a ton; 1920, 42s.; 
1924, 29s.; Durham Best Gas, end 1924, 22s.; 1929, 16s. 9d.; 1935, 14s. 10d. ; 
1938, 18s. 10}d. In the latter part of the period, “‘ high fuel costs’? were more 
frequently given as justification for fuel-economising innovations (see, e.g., article 
on Engineering Group at the British Industries Fair, 7'.7'.S. 3.38). 

4 See notes on a Birmingham exhibition, 7.7.8. 11.9.26. 

5 The importance attached to fuel economy may be gauged from the fre- 
quency with;which it is mentioned as an incidental advantage of other innovations, 
as, e.g., when ball-bearings were adopted in the heavy plant of railway workshops, 
and in wire-drawing mills (7'.7'.S. 20.1.23 Annual Engineering Review). 
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technical synthesis of a number of important substances 
feasible. . . . Ammonia and methyl alcohol are good ex- 
amples . . . in both instances just a decade elapsed between 
the beginning of the theoretical attack and research labora- 
tory experiments and the operation of the first industrial 
unit, the periods being 1903-13 for ammonia and 1913-23 
method alcohol synthesis.”’ } 


So originated the processes of the great Billingham works, 
The general idea of the use of catalysts was more and more widely 
applied in the industry. Similarly with the use of extreme 
conditions of temperature and pressure—though it must be 
remembered that these processes depended upon few feats in 
chemical engineering rendered possible only by the new metal- 
lurgical products. 

Direction of research, towards ends that were for one reason or 
another desired, did usually bring results—even though, as with 
the chemical processes just mentioned, it might take a long time. 
But success did not invariably come. In textile machinery it was 
noted in 1925 that over a long period there had been innumerable 
patent applications evidencing expenditure on unsuccessful 
attempts to deal with a single problem.?, An examination of the 
patent records would no doubt reveal many other examples of 
“ the elusive invention.” 

While Fate sometimes seems to have set its face against a 
solution of a technical problem, it is equally true that pure chance 
often accelerated technical progress. The outstanding instance 
during this period was in the bleaching of wool, where chance 
circumstances almost overnight presented the industry with a 
solution of the problem of “ yellowing ” of wool by atmospheric 
action after bleaching by the old processes. The story is worth 
quoting at length : To the Wool Industries Research Association— 

“a hosiery manufacturer submitted for examination a lady’s 
jumper, the front of which had faded very badly, although 
the dyestuff had been scheduled as fast to ordinary conditions 
of wear. The purchaser had worn the jumper while carrying 
out her ordinary household duties, which had included cook- 
ing with a gas-stove. It was found that the fading of the 
dyestuff was due to the sulphur dioxide from the burnt gas 
combining with the dyestuff to form a compound lighter in 
colour than the original dyestuff. ...A more detailed 
examination of this problem showed that the formation of 
these compounds between dyestuffs and sulphur dioxide 


17.7.8. 24.11.28 (International Chemical and Allied Industries No.). Also 
11.7.31, which includes notes on the Society of the Chemical Industry’s Jubilee 
Exhibition and a review of Miall’s History of the British Chemicol Industry. 

2 7.7.8. 16.5.25. 
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only occurred when a critical amount of alkali was present, 
the concentration of alkali at which the formation of these 
additive compounds was possible being described as the 
active range. . . . Of wider interest . . . was the applica- 
tion of this discovery to the bleaching of the natural colour 
of wool, which, by a suitable adjustment of conditions, was 
successfully accomplished. The bleaching so produced was 
found to be permanent to washing. .. .”’ 1 


And this is why nowadays white woollen goods do not “ yellow 
with age ’’ comparatively quickly as they used todo. The entire 
combination of factors that was at work in this case is worth 
noticing. There was “servicing”’ by the manufacturer, in the 
sense that a consumer’s complaint was automatically made 
the subject of investigation. The problem was referred to the 
industry’s research association—one of those sponsored by the 
Government scheme. Thoroughly scientific work followed, and 
the principles established about fading (as a fault) were applied to 
a very old problem of bleaching (as a desideratum). The eventual 
process depended upon careful control of conditions and quanti- 
ties—it was dependent on the new regard in which accurate 
measurement was held. Thus, although the innovation of 
“ permanent whiteness ’’ began with the chance action of a lady 
in a coloured jumper leaning over her gas cooker, the incident 
would not have had its beneficial results had there not been a 
scientific attitude, a research organisation and a recognition of 
the advantages of precision in industrial operations. 

Economists have often wondered whether the prizes held out 
by boom conditions or the attempts to reduce costs during the 
slump more powerfully stimulate technical progress.2, To com- 
pare the frequency of invention in booms with that in slumps 
would be idle without an extraordinarily detailed knowledge of 
events, and I have no pretensions to such support for any general- 
isations. The writers in The Times Trade and Engineering Supple- 
ment showed no awareness of academic interest in this question, 
but there were rare occasions when the connection between general 
trade conditions and the pace of technical change was briefly 
mentioned in the Annual Engineering Review. In 1921 and 1922, 
and again in 1933 and 1934, the effect of depression was, it appears, 
to retard progress. The pressure to minimise cash expenditure 


1 Quotation from 7'.7'.S. 10.36 (West Riding Section). 

? Two important contributions to the discussion are ‘‘ The Economic Theory 
Concerning Patents for Inventions,” by Sir A. Plant (Economica, 1934, p. 30) and 
Some Statistics of the Industrial Revolution in Britain, by Professor T. S. Ashton 
(Manchester Statistical Society, 1948). 
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made firms avoid costly experiments. A good deal of quiet work 
on partially established lines would be going on in the drawing- 
offices, but new designs could not be tried out until trade revival 
brought new orders. This last point is more important than 
perhaps appears at first sight, since so much of technical improve- 
ment comes from the detection of disadvantages when previous 
ideas are applied to practice. 

I have no such clear indication of the effect of boom, but the 
Engineering Review of 1937 (published in January 1938) is com- 
paratively bare of new developments, the outstanding exception 
relating to the catalytic processes converting hydrocarbon gases 
—which was the fruit of many years of experimental work. In 
machine tools and other fields where the gestation periods of suc- 
cessive small changes were relatively short, prosperous 1937 was 
singularly unprogressive. 1929 also appears to have lacked great 
change, but the stress laid (by the Engineering Review of the year) 
on the spread of scientific measurement and control, although 
mainly an indication of trend, makes one sceptical of the view 
that meticulous review of costs is confined to the depression 
years. 

If one is to build up some rash generalisation on the basis of 
these notes, the upshot might be put like this. At the bottom 
of the slump the pressure to cut total expenditure (not only by 
cutting unit costs) tends to restrict the commencement of new lines 
of inquiry and experiment. Work previously in progress is to 
some extent allowed to continue, especially if it shows signs of 
early fruit, and when fruit appears it is greedily plucked in the 
general effort to reduce costs. Completed new designs have to 
wait for the hard test of practical application, and since the 
proved oversights of yesterday’s inventor provide the most fertile 
ground for to-day’s inventor, new ideas are likely to be rarer in 
this extreme phase of slump than at any other time. Once 
revival appears, the enterprising firm is prepared to take a rather 
longer view, and will entertain laboratory projects to bear fruit 
next year rather than next month; and at the same time the 
implementation of the newest designs gives fresh knowledge and 
fresh stimulvs to the inventor. In the boom these factors may 
still be strong, but the ease with which established methods reap 
profits perhaps dulls the edge of the business man’s appetite for 
the inventor’s ideas, though major results of maturing long-term 
experiments may be more likely to achieve their practical ends at 
this time than at the other extreme of the trade cycle. If this 
tentative view is at all near the mark, it perhaps implies that the 
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world gets on best when trade is pretty good yet not exactly 
booming—a conclusion we can reach easily enough when we are 
looking from other angles. 

In these ways the course of technical progress is affected by 
the trade cycle. That the course of technical progress in turn 
effects the course of the trade cycle is a notion that has had 
considerable attention in the theoretical studies of the trade 
cycle. In the inter-war period there was no spectacular force 
comparable to the railway inventions which dominated certain 
mid-nineteenth century booms. The motor car did not have the 
importance in Britain that it did in the U.S.A., where directly 
and indirectly it was one of the most powerful forces in the 1929 
boom. The most that can be said for this particular factor is 
that, combined with cheap money and redistribution of the 
population, it helped to promote the housing boom that dominated 
the revival in the middle ‘thirties. The new developments that 
made rather a splash (especially in the capital market) in 1927-28 
—films, greyhound racing tracks, artificial silks, and plate glass— 
did not absorb any substantial amount of real resources. 

While, therefore, the part played by new invention in pro- 
moting the booms was much slighter in this period (at least in 
Britain) than it has often been, it so happened that invention 
moderated both the major slumps. In the first slump—and to 
some extent throughout the period—shipbuilding activity was 
saved by the technical changes both in methods of propulsion and 
in hull design. In 1921 Britain was obviously overstocked with 
ships, most of which could be expected to be usable for many 
years to come : it was difficult to believe that there could be any 
profit in shipbuilding for years ahead. The volume of building 
was indeed never sufficient to occupy the yards fully, yet there was 
always some building, and this was because the technical improve- 
ments made total costs of new ships less than the running costs of 
old ships. Another important instance of this was the Sheffield 
steel industry, which in 1930-31 would have been in an even 
sadder state had not the new stainless steels been so attractive 
that they were worth producing even at the bottom of the slump. 

Occasionally the pace of technical progress makes for less, not 
more, immediate investment. There were times, between the 
wars, when marine engineering was changing in such a rapid yet 
uncertain way that firms in the highly competitive shipping 
industry delayed investment in the replacement of old high-cost 
engines by the new low-cost engines. In the middle ‘twenties 


1 7.7.8. 22.8.31. 
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progress was rapid in all three propulsion methods—the recipro- 
cating steam-engine, the geared steam-turbine and the diesel 
motor. Minor variations are said to have brought the number of 
possible combination types up to nearly a hundred. For some 
classes of ships there was momentarily very little to choose be- 
tween several of these combinations, and shipowners were in- 
clined to postpone placing orders until a little more experience and 
perhaps further invention had shown which types would be 
holding the field over the next ten years. Put in economic terms, 
the shipowners’ position was that, though total costs of new 
engines might already be less than running costs of old engines, 
the profit on engines of 1923 build might be wiped out by the 
appearance in 1924 of even lower-cost engines, the purchase of 
which would allow a competitor (who had postponed the decision) 
to cut freights further. Also there was uncertainty as to which of 
two types of 1923 engine would prove to work at lower cost. If 
shipowner A installed engine X, and shipowner B installed engine 
Y, whose costs in 1923 appeared to equal those of X, a year’s 
experience might show that in fact Y costs were much lower than 
X costs, in which event shipowner A would have done better to 
wait until 1924 before installing new engines. 

No doubt many industries could provide examples of this 
phenomenon, but I have found no other mention, and the chances 
are that the marine-engineering case was the most important of 
its kind. It did not operate at the bottom of the slump, but 
mainly in the revival years. In general, therefore, we may say 
that technical progress moderated slumps in two of their blackest 
spots—in shipbuilding and the steel industry, and that it did 
relatively little to exaggerate the booms. It will be appreciated 
that this generalisation relates only to Britain between the wars 
—of some other periods and some other countries it would be far 
removed from the truth. 

Complicated interaction between one factor and another is by 
no means peculiar to the trade-cycle aspects of technical change. 
If I were asked to name the two technical developments that did 
most during this period to transform the British economy, I should 
probably name the internal-combustion engine and electrification, 
both of which originated back in the nineteenth century; while 
the most far-reaehing change falling mainly within the period 
was perhaps the new alloy metallurgy beginning (before 1914) with 


1 Since the above was written I have had the benefit of reading Mr. Shackle’s 
Expectations in Economics (Cambridge, 1949), Chapter III of which includes an 
elegant analysis of just such circumstances as those described in the above 


paragraph. 
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manganese and stainless steel. But any attempt in this way to 
isolate particular factors is artificial and indeed misleading. 
Many of the innovations mentioned in these pages were apparently 
trivial, but it is not only as examples that they call for mention : 
change in one direction depended so greatly on change in another. 
As an excursion in economic history, this inquiry has to myself 
served to emphasise the idleness of much talk of simple cause and 
effect in the development of an economy. Again and again I 
have been reminded of one of Marshall’s analogies from the 
physical world—like the equilibrium forces of which he wrote in 
Book V of the Principles, the relation between one force and 
another in the processes of technical change is a mutual one, as 
“a number of balls resting against one another in a basin.”” Not, 
of, course, that the “ resting ’’ amounted to “ stagnation.” 
R. S. SayERs 





London School of Economics. 





THEORIES OF THE 1937-38 CRISIS AND DEPRESSION 


THE most recent severe crisis and depression to strike the 
economy of the United States was that of 1937-38. The rally to 
the upper turning point of 1937 began with the demise of the 
N.R.A. in May 1935 and continued at an encouraging rate for 
approximately two years. At various times during this period, 
May 1935 to September 1937, specific governmental policies and 
legislation either retarded or stimulated the recovery: for 
example, legislation in labor leading to vigorous labor-organising 
activities; agricultural subsidies; large rearmament programs 
abroad; huge gold inflows leading to sterilisation of gold; dnd 
silver purchases on an international scale. In addition, we had 
public-works and government-employment programs, deficit 
spending by government coupled with enlarged bank purchases 
of the growing federal debt, a veterans’ bonus, intensive govern- 
mental manipulation of monetary policy, rigorous regulation of 
security markets and heavy taxes on undistributed profits. 

Explanations of the 1937 upper turning point have been 
abundantly provided in the past decade, but none seem to account 
satisfactorily for the possible and probable interplay of the 
complex forces which would appear to be implicit in the above- 
mentioned policies and legislation. The most satisfactory pro- 
cedure indicated at this time, seemingly, is to analyse critically 
several of the more representative theories of the 1935-38 rally, 
crisis and depression in order to prepare a perhaps more accurate 
theoretical groundwork for the more positive propositions which 
the future at least promises. 


II 
The Increase of Reserve Requirements 
The action taken by the Board of Governors of the Federal 
Reserve System (under powers granted in the Banking Act of 
1935) in doubling member-bank reserve requirements between 
August 15, 1936, and May 1, 1937, is frequently cited as a strategic 
causal force operating in the direction of over-deflation by the mid- 


summer of 1937. 
Professor John P. Wernette writes : 


“Some excess reserves are a prudent necessity .. . 
banks, on the average, had [May 1937] only slightly more 
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than 10 per cent more reserves than required by law. A 
banker whose actual reserves exceeded his required reserves 
by only one tenth, and who does not wish to borrow may 
well hesitate to expand his loans and investments. The 
expansion of loans and investments, and deposits, which had 
been continuous for several years, ceased in December, 1936, 
and contraction set in.” ? 


Professor Wernette avoids dogmatism, however, and concludes 
that budgetary policies were also of importance in explaining the 
reversal, 

Professor Norman J. Silberling, after noting that the govern- 
ment decreased its net contribution to the flow of income, declares 
that the government “.. . also took action ... to tighten 
credit by drastically increasing member bank reserve require- 
ments. The combination of these two policies produced an almost 
overnight shrinkage in business activity, one of the sharpest, most 
violent recessions in our history.” * 

Professor Donald M. Marvin lists the doubling of reserve 
requirements as one of the three principal measures which induced 
the 1937 deflation.* Sterilisation of new gold and sales of govern- 
ment securities were the remaining deflationary measures enforced 
by the financial authorities, according to Dr. Marvin. 

R. C. Leffingwell cites the inflow of foreign funds and the 
soldiers’ bonus as promoting inflation in 1936, but “‘ The authori- 
ties, fearing inflation, adopted drastic deflationary measures. 
They sterilized gold imports and raised reserve requirements. . . . 
There resulted . . . one of the most abrupt, precipitous, and 
unnecessary depressions in our history.” The President’s 
announcement that some prices were too high, curtailment of 
government purchases and the near-balance of the budget are 
listed as collateral causal factors by Mr. Leffingwell. 

An examination of the money and capital markets of the period 
under review indicates that Professors Wernette, Silberling and 
Marvin and Mr. Leffingwell have tended to emphasise unduly the 
importance of increased reserve requirements. There was no 
shortage of money or credit in either the money or capital markets 
at any time between 1934 and 1939. The steadily falling money 


1 J. P. Wernette, The Control of Business Cycles (New York: Farrar & Rine- 
hart, Inc., 1940), p. 182. 

2 N. J. Silberling, The Dynamics of Business (New York : McGraw-Hill Book 
Co., Inc., 1943), p. 355. 

5 D. M. Marvin and G. M. Williams, Design for Recovery (New York: Harper 
& Brothers, 1939), p. 78. 

‘ R. C. Leffingwell, ‘‘ Managing Our Economy,” Yale Review (Summer, 1945), 
pp. 606-7. 
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rates furnish adequate proof of this statement. There was a 
progressive decline in commercial-customer loan rates from 
345% in 1934 to 2-53% in 1938. Prime commercial paper of four 
to six months maturity decreased from 1-35% in January 1934 to 
0-75% throughout 1935, 1936 and early 1937, increasing to only 
1:00% in April 1937 and lingering there for a full year. Stock- 
exchange call-loan renewa's remained at 1-00% from June 1936 
to the end of our period in December 1938. ~Twelve-year or over 
Treasury bonds returned 3-50% in January 1934, declined to 
2-27% by December 1936 and averaged about 2-60% throughout 
1937 and 1938. Corporate high-grade bonds (Moody’s Aaa) were 
paying 4:35% in January 1934, then declined to 3-58% by May 
1936. Revised figures from this last date reveal a low of 3-09% 
in January 1937 and a high of 3-42% in May of the same year. 
Federal Reserve Bank rates on rediscounts for, and advances to, 
member banks fell continually from January 1935, when the rates 
averaged from 2-00 to 3-00% (except for New York’s rate of 1-50%), 
to August and September 1937, when final revisions reduced them 
to 1-50% for all districts except New York, where the rate was only 
1-00%. There was no money shortage with rediscount rates at 
such remarkably low levels. 

Professor Marvin takes special note of the New York banks 
which he declares were “.. . faced by an acute shortage of 
money . . . [hence] sold securities and initiated a major decline 
in security markets.” 1 The rates on bankers’ acceptances fail to 
substantiate Professor Marvin’s charges since they reached 
0-58% in April 1937, slipped to 0-44% in June 1937 and stood 
there throughout the remainder of the year. Stock-exchange 
call-loan renewals, the majority of which occur in the New York 
area, remained at 1-00% from June 1936 to 1939, and would 
have gone lower had they not been pegged at a minimum of 
1:00%. Taking figures for New York City exclusively, the 1-00% 
rate on stock-exchange call-loan renewals is here indicated as is 
also the 1-25% rate on ninety-day stock-exchange time loans. 
These rates remained constant throughout the year, and customer- 
loan rates moved from a mere 2-50% in January 1937 to the 1937 
peak of 2-53% in April, then down to the 1937 low of 2-34% in 
June. Four- to six-month prime commercial paper started 1937 
at 0-75% and increased to 1-00% in March and April. Rates on 
ninety-day bankers’ acceptances did double from January to 
March, but the March and April high of 9/16% is still extremely 
low. New Treasury bills doubled from January to April, and 


1 Loc. cit. 
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ninety-one-day Treasury bills moved from 0-17% in January to 
0-56% in the like period. The fall in the price of long-term 
Governments can be seen in the yield increase of three- to five-year 
Treasury notes from 1-18% in January to 1-59% in April 1937. 
Low rates such as these preclude the possibility of a ““ money 
shortage.” 

It is true that some “ institutional speculation’ had been 
practised by the banks during the rise in bond prices from 1934 
to 1936, but, as legal requirements increased, the banks as a 
whole were not short of reserves. Some of the great New York 
banks were low on reserves, but not “‘ acutely,” and they did not 
wait until March 1937 to begin selling bonds. 

A study made in January 1937, just prior to the last announced 
increase in reserve requirements, revealed that only 3-00% of all 
member banks would need to undertake any operations other 
than to draw down their balances with correspondents in order to 
meet the increased requirements. Additional funds required to 
meet the increased reserve requirements by the Federal Reserve 
System as a whole totalled $123 million, of which $100 million 
was needed by the twelve money-market banks in New York 
City.1 These banks, however, held a large volume of liquid assets, 
including Treasury bills and short-term notes, bankers’ accept- 
ances and brokers’ loans.” 

Early in August 1937 excess reserves of New York City banks 
had declined below $50 million, as compared with $200 million 
in May. The cause of this decline was to be found in the sub- 
stantial withdrawals of balances by country banks. To avoid 
pressure on the New York banks, the Treasury released $300 
million from the inactive gold account in September 1937, and 
excess reserves of New York City banks immediately rose to more 
than $400 million. Hence, the New York banks held an average 
of over $400 million in excess reserves during the “ critical ” days 
of March 1937, found excess reserves reduced to $50 million for a 
brief period in August (the August average was over $100 million) 
and finished out the remaining four months of 1937 with more 
than a $400 million excess reserve balance. 

Interest rates remained strikingly low, and new corporate 
issues (to be distinguished from refunding issues) increased until 
the third quarter of 1937. In the first half of 1937, these new 
corporate issues totalled $812-0 million as compared with $454-6 


‘ 


1 Twenty-fourth Annual Report of the Board of Governors of the Federal Reserve 
System (Washington, 1938), p. 5. 
= Loc, cit, 3 Op. cit., p. 9. 4 Loc. cit. 
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million during the first half of 1936, and $734-4 million in the 
second half of 1936.1 

Furthermore, reporting member banks in 101 leading cities 
did not hold back in their loans to customers and in their com- 
mercial-paper purchases. Total loans to customers increased 
steadily from the February 1937 total of $8,982 million to the 
September 1937 peak of $10,026 million, while purchases of open- 
market acceptances and commercial paper aggregated $379 
million in January, $411 million in March and $468 million in 
September of the same year. One must conclude that these great 
banks continued to meet the demands of their customers. 

For the federal-reserve system as a whole, excess reserves of 
member banks never decreased below the August 1937 low of 
$750 million, which was a far greater margin than had ever 
existed ‘‘ before 1932.’’ 2 Low money rates prevailed throughout 
the period; there was no money or credit strain. 

Professor Schumpeter agrees with this conclusion, declaring : 
“. , . there was . . . no monetary strain,” and again, ‘“‘ Mone- 
tary policy per se may, hence become a major factor in the near 
future; but it had but little to do with the prosperity of 1935 to 
1937, and nothing with the subsequent slump.” * Also, Dr. C. O. 
Hardy points to the enormous excess reserves, the low level of 
short-term interest rates and the strong market for bonds to 
document his assertion that there was no monetary stringency.‘ 
Mr. Winthrop W. Aldrich, whose testimony is especially significant 
because he was in a position to watch carefully the New York 
banks during the so-called ‘‘ acute shortage of money,” has said : 
“The causes for the recession cannot be found in monetary 
factors. The low levels of bank lending rates, which persisted 
despite the increases of reserve requirements and the continued 
sterilization of gold,”’ gave definite ‘‘ evidence that there was no 
credit strain.” 5 

This accumulation of evidence ® all points to the conclusion 
that the raising of reserve requirements was of no strategic causal 
significance in producing the crisis and depression of 1937-38. 


1 §. H. Slichter, ‘‘ The Downturn of 1937,” Rev. of Econ. Stat., Vol. XX 
(Aug. 1938), p. 103. 

2 C. O. Hardy, ‘‘ An Appraisal of the Factors (‘ Natural’ and ‘ Artificial ’) 
Which Stopped Short the Recovery Development in the United States,” Am. 
Econ. Rev., Vol. XXIX, Supplement, Part 2 (March 1939), p. 170. 

3 J. A. Schumpeter, Business Cycles (New York: McGraw-Hill Inc., 1939), 
II, pp. 1031-2. 

* Loc. cit. 5 Commercial and Financial Chronicle (Jan. 8, 1938) p. 198. 

6 The writer has additional evidence to support his contention, but the need 
for brevity precludes its use. 
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The Sterilisation of Gold 


Professor Marvin and Mr. Leffingwell include the phenom2non 
of gold sterilisation in their monetary explanation of the 1937 
reversal. Included as one of his three basic causes, Professor 
Marvin characterised the sterilisation policy as “... un- 
precedented . . . at the beginning of a recovery,” + and Mr. 
Leffingwell includes it as one of the basic “ drastic deflationary 
measures ” 2? adopted by our monetary authorities. 

Our preceding analysis of the money and capital markets 
should remove most of the significance of the gold-sterilisation 
policy as a causal “ measure,” but additional facts may be cited. 
The greatest amount of gold ever present in the “ inactive gold 
account ” was the August 1937 sum of $1,335,700,000 as against a 
total monetary gold stock of $12,567 million in the same month. 
This meant that there still remained $11,231,300,000 of “ active ” 
gold, or more than there had been at any time in our history 
before December 1936. From December 1936 to September 1937, 
when $300 million gold was released from the inactive gold 
account, the amount of gold sterilised each month did not exceed 
the new receipts of gold. Hence there was $11,231 million of 
“active ’’ gold in December 1936, when sterilisation began, and 
there was still $11,231 million at the peak of the sterilisation 


procedure in August 1937. Gold sterilisation did not encroach 
upon already existing gold stocks—it merely prevented further 
additions to the gold supply from being absorbed into the monetary 
base. 


The Reduction of Federal Expenditures 


Professor Wernette writes that the reversal of the budgetary 
policy was “‘. . . too rapid and too vigorous,” * and that, while it 
might be merely a coincidence, the magnitude of the income- 
increasing federal expenditures began to rise rapidly in the 
spring of 1938, and business improvement set in shortly thereafter.‘ 

Professor John Bauer claims that pump-priming exerted a 
positive influence on the recovery to 1937, but that as private 
production and employment began to diminish as the year pro- 
gressed, and as dislocations and gluts appeared in early 1937, 
the government should have been ready, he writes, “.. . to 
furnish promptly additional employment, so as to maintain the 
needed flow of purchasing power to absorb the gluts. If it holds 
back, as in 1937, there will be further recession.” 5 

1 Op.cit., pp. 78-9. * Op.cit., pp. 606-7. * Op.cit.,p.183. * Op. cit., p. 180. 


5 J. Bauer, National Welfare and Business Stability (New York: Harper & 
Brothers, 1940), pp. 60-3. 
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Professor Silberling ascribes basic causal significance to the 
government’s reductions in its net contributions to the flow of 
income.! The government, having created a demand for goods and 
services via its spending program, withdrew much of that demand 
and thereby created the violent setback of 1937.2, Moreover, war- 
goods orders contributed to this demand, and “. . . when these 
politically sponsored disbursements were suddenly cut off ‘ to 
prevent inflation,’ one of the most severe recessions in our history 
naturally followed.” * 

Professor Schumpeter is another who acknowledges that 
the income-generation policies of the New Deal were effective. 
As to the timing of the injections, Schumpeter adds that the 
greatest amount of pump-priming came at the time when the 
economic process could most easily have done without it, and 
its cessation came during the most sensitive phase of the recovery 
process.4 


“The obvious inference,” he says, “is that the collapse 
induced by the cessation of income generation was so severe, 
_ and that the jolt which it would in any case have been natural 
to expect turned into a slump, because under the surface 
watered by income generation the processes characteristic of 
recession in our sense failed to work as they always had 
worked before. The parachute refused to unfold.” 5 


Turning now to a critical evaluation of these postulates 
relating to the net contribution of the federal government to 
national purchasing power, we may agree that undoubtedly the 
war-bonus payments did exert some effect upon the rise in the 
wholesale price-level after June 1936. Wholesale commodity 
prices, which had been lingering around the 79-80 area for over 
twenty months prior to August 1936, increased to an index of 88 
in the ensuing nine months. Some of this rise was undeniably due 
to government contributions to purchasing power, but a great 
deal of the increase was precipitated by the speculative rise of raw 
materials and the higher cost of labor. Moreover, there is no 
reason to believe that consumer purchasing power suffered any 
net depressing effect, because even though emergency government 
labor employment decreased from 3,735,000 workers in March 
1936 to 1,974,000 by September 1937, private employment more 
than offset the decrease, as total unemployment decreased from 
8,883,000 workers in March 1936 to 5,066,000 by September 1937, 
and total employment in the like period increased from 43,336,000 


1 Op. cit., pp. 355-6. 2 Op. cit., pp. 356-7. 3 Op. cit., p. 438. 
* Op. cit., p. 1032. 5 Loc. cit., pp. 1031-2. 





1950] THEORIES OF THE 1937-38 CRISIS AND DEPRESSION 299 


to 48,083,000.!_ Factory payrolls increased from an index of 80 to 
104 over the same months, while factory employment increased 
from 93 to 107. The national income received by individuals 
was $69-4 billion in 1937 as compared with $65-2 billion in 1936 
and $56-3 billion in 1935. With factory payrolls holding at an 
index of 105 throughout October 1937, and factory employment at 
101 throughout November, one cannot well argue that the decrease 
in government expenditures (caused chiefly by the decrease in 
government emergency labor employment) was of prime im- 
portance in explaining the down-turn which started in late 
August 1937. , 

Professor Bauer’s point relating to the timing of government 
employment deserves an added mention, inasmuch as he claims 
that gluts appeared in the “‘ early months of 1937 ” ? and implies 
that the government was tardy in waiting until October 1937 
before increasing its emergency labor rolls. However, only a few 
of the most discerning businessmen * were retrenching in the 
“early months of 1937” as evidenced by the circumstance that 
the index of industrial production was 116 in February 1937 and 
117 in August, factory employment was 106 in February and 
109 in August, and factory payrolls increased from 100 to 108 in 
the same period. New orders for manufacturing industry held 
up well through March i937; shipments reached their high for 
the 1930-39 period in the first quarter of 1937, and fell but 
slightly throughout the second quarter. We must conclude that 
the ‘‘ Labor Administrator ” would have been wise indeed had he 
rapidly increased government labor employment in “ early 1937 ” 
when private employers were absorbing enough men (in spite of 
the actual curtailment in government employment) to increase 
total employment from 45,257,000 in February to 48,083,000 by 
September. Total unemployment decreased from 7,574,000 to 
5,066,000 over the same months. As emergency government 
labor employment decreased by 1,861,000 workers from March 
1936 through September 1937, private employment of workers in 
the same period increased some 4,747,000, and unemployment 
decreased by 3,817,000. 

These last figures indicate the nature of the actual attack 
made against the forces of depression by government officials. 
Most ‘‘ Labor Administrators ’’ would have increased government 

1 Conference Board Economic Record, National Industrial Conference Board, 
Ine. (March 20, 1940), p. 86. 

2 Loc. cit. 


3 Some retailers and manufacturers of clothing were retrenching in March 
and April 1937. 
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labor rolls only when positive evidence was available to prove 
that private employment was “drying up.” This is precisely 
what did occur—the dovetailing of private employment and 
emergency government employment was perfect. When private 
employment began increasing in March 1936, the government 
gradually reduced its employment from the March 1936 high of 
3,735,000 to 1,974,000 in September 1937. When total private 
employment began tapering off in October 1937, and especially in 
November (as evidenced by the increase in total unemployment 
from the September 1937 low of 5,066,000 to 5,691,000 in October 
and 7,175,000 by November 1937), the government ‘“ promptly ” 
increased its emergency labor employment from the September 
1937 low of 1,974,000 to 2,040,000 in October; 2,060,000 in 
November; 2,151,000 in December 1937; 2,352,000 by January 
1938; and 3,552,000 by July 1938. Thus the government did 
exactly that which Dr. Bauer would advise, and yet the depression 
struck with almost unprecedented fury. The policy of taking 
government action in “early 1937” would have involved an 
“ overlap ” rather than a dovetailing of private and government 
employment—we have in the state no oracles of the calibre 
necessary to perpetrate successfully such legerdemain. 


The Accumulation of Inventories 


Alvin Hansen’s theory of the 1937 recession develops in part 
along the lines of inventory accumulations. It might be called 
an inventory crisis. He notes that, historically, recessions have 
been characterised as due in large part to inventory accumula- 
tions, and that this particular inventory inflationary boom 
collapsed in March 1937.1 

Critically examining this theory, we find that our indices 
reveal a steady increase of inventories from a stabilised plateau of 
98 (1936 = 100), lasting from the fourth quarter of 1935 through 
the second quarter of 1936, to a peak of 147 in the third quarter 
of 1937. From this point the dissipation of inventories was 
gradual and struck bottom during the third quarter of 1938. 
New orders fell from their 1936 third quarter high of 171 to 112 in 
February 1937 and to an average of 140 for the first quarter of 
1937. This index eventually fell to 72 by the fourth quarter of 
the same year, then increased. Shipments increased through 
the first quarter of 1937, then slowly eased downward until the 
precipitous fourth quarter drop from 109 to 89. 


1 A. H. Hansen, Full Recovery or Stagnation ? (New York: W. W. Norton 
& Co., Inc., 1941), pp. 269-71. 
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It should be noted that the index of industrial production was 
116 in February 1937 and 117 in August, while factory employ- 
ment was 106 in February and 109 in August 1937. Thus 
industrial production maintained its high level for four or five 
months after new orders and shipments had begun decreasing. 
This explains the inventory accumulation which reached its high 
in the same quarter as industrial production—the third quarter 
of 1937—after which both fell during the ensuing nine months. 
Production was maintained either by work on old orders or by 
producing for expanding inventories. Goods were not being sold 
rapidly enough, and instead were piling up in inventories, because 
“evidently,” between the end of 1936 and the second quarter 
of 1937, “. . . there was strong consumer resistance to higher 
prices and a serious misjudgment of markets by merchants.” ! 
Consumers did not lack purchasing power in the first eight months 
of 1937, for the reason that the retail value of the output of 
consumers’ goods increased 14:7% from the first quarter of 
1936 to the third quarter of 1937, while non-agricultural labor 
income was increasing 19-7%, and agricultural labor income still 
more.” 

Professor Slichter argues that in September 1937, inventories 
were large relative to new orders, and managers feared capital 
impairment from inventory losses. Managers were sensitive 
because of capital losses suffered during the preceding depression, 
because overly large dividends had been forced by the undistri- 
buted-profits tax in 1936, and because the general level of profit 
margins was so low that ‘“‘. . . most enterprises were out of the 
red by only a small margin.” ® 

Dr. C. O. Hardy thinks the inventory slump did not consist 
merely in the liquidation of stocks that had not been subject to 
cyclical over-expansion. The expansion of inventories from 1936 
to the first half of 1937 was estimated at the theretofore un- 
equalled figure of $5 billion. Thus, during the upswing, inven- 
tories were built up so far beyond the needs of business that 
correction of such an over-extension involved a sizable curtail- 
ment of production. The over-extension was based upon such 
aberrant factors as price advances, anticipated price advances due 
to the war scare (the Spanish Civil War) and the condition of the 
labor market. When the pressure for higher labor costs 
diminished, the “.. . price incentive to maintain these ex- 
panded inventories fizzled out, and the correction of the specula- 


1 §. H. Slichter, op. cit., p. 102. 2 Loc. cit. 
3 Op. cit., pp. 100-1. 
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tive inventory position must have been an important factor in 
determining the magnitude of the slump.” ! 

Considering, now, other inventory items we find that finished 
goods were produced in large quantities in the first eight months 
of 1937, but inventories increased because consumers were not 
buying the products at a commensurate rate. Professor Hansen 
apparently makes no mention of it, but the present writer believes 
the resistance stemmed in part from the fact that re-employed 
wage-earners were paying down debts, and were saving more out 
of current income than formerly. People saved approximately 
$3 billion as their incomes increased $9 billion from 1935 to 1936. 
From 1936 to 1937, however, savings increased $2,300 million, 
with only a $4,200 million increase in incomes. As the savings 
increased out of current income, the tendency would be for 
consumer spending to fall short of the amount necessary to cover 
the selling prices of goods, the production of which resulted in the 
payment of a great share of that current income. The finished 
goods might not sell at a rate equal to the rate of their production. 
The people who saved from 1936 to 1937 were probably recalling 
the hard days of the early thirties, and their savings increased 
as their purchases failed to keep pace with output—consequently, 
inventories accumulated.” 


The Decline of Consumption 


At least two authorities have attributed causal significance to 
the corollary of the inventory accumulation thesis—specifically, 
the decline of consumption expenditures. Dr. Hansen has 
written: ‘‘ ‘Consumption,’ says the December, 1937 Federal 
Reserve Bulletin, ‘was maintained.’ True! But the villain in 
the piece may nevertheless have been consumption. For when 
consumption ceased rising, investment declined.” * The invest- 
ment which took place was closely geared to consumption—when 
consumption reached a plateau, investment fell more promptly 
than if it had been directed to a more distant point in time. The 
reaction in consumption led to a greater reaction in investment via 
the principle of acceleration.* 

Professor Bratt notes that in 1937 little support was forth- 
coming from activities involved in completing capital equipment, 
because these activities were at an extremely restricted level. 
Thus, any decline in consumer purchasing power tended to 


1 Hardy, op. cit., p. 179. 
2 More will be said about this matter in the final section of the paper. 
3 Op. cit., p. 274. * Loc. cit. 
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result in an exaggerated reduction in credit purchases, especially 
if consumers did not have ready access to additional sources of 
credit. Dr. Bratt’s conclusion is : 


“When activity is dependent upon the purchase of con- 
sumers’ durable goods to an abnormal extent, as it was in 
1937, smaller purchases can result in a disproportionate 
decline. This becomes doubly important because rapid 
declines in purchasing power in turn quickly restrict the 
purchase of consumers’ durable goods.” 1 


Now one may agree that an expansion of investment in the 
form of machines to make goods or other machines, to build 
transportation facilities or to construct power equipment may 
come to a shocking end when demand for consumers’ goods 
tapers off or slows down in its rate of increase; the retrenchment 
takes time, but is oftentimes of great magnitude. However, 
in addition to the fact that new security issues increased sharply 
from the astonishingly low levels of early 1935 to relatively high 
levels in late 1936 and through 1937 until the stock market broke, 
the situation was different in that investment expenditures con- 
sisted largely of consumer goods (durable and non-durable), semi- 
finished goods and raw materials accumulation. This may lead 
to a more prompt reaction of investment to consumption, but 
certainly not of the same magnitude. There is no long period of 
gestation; there is not the degree of acceleration and consequent 
deceleration which marks higher, producer goods retrenchment at 
the time demand for consumers’ goods levels off. The degree of 
acceleration is greater on durable goods with long life, and in 
instances where the ratio of capital cost to total cost is high. 
This was not the case in 1937. In addition, the acceleration 
principle doesn’t operate until fixed capital is rather fully em- 
ployed; again, this was not the case in 1937. A great deal of 
slack existed in the productive machinery of the economy. It is 
impossible for economic relationships to get as far out of balance 
in the case where there is no acceleration to the higher stages of 
production (as the process of production “ lengthens ’’), as in the 
instance where there is significant production of remote, higher- 
order capital goods. Our conclusion is that the gearing of invest- 
ment to consumption may have resulted in a rather immediate 
reaction on the part of investment, but certainly of no great magni- 
tude, at least not of the magnitude necessary to explain 1937-38. 


1 Op. cit., p. 170. 
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The Shortage of Investment Outlets 


Dr. H. H. Villard alleges that the expansion which started in 
1934 came to an end in 1937 with a less than full level of employ- 
ment ‘“.. . basically because the savings which might go into 
capital balances that people were willing to provide became larger 
than the amount which could be invested.” } 

Professor Hansen declares that the main obstacle to full 
recovery in 1937 was not “. . . inability to obtain capital; it was 
a failure to develop adequate investment outlets.” ? 

Dr. Bratt writes that savings in the recovery period were not 
promptly utilised for capital construction. This failure to use 
savings, he continues, has been the most important source of our 
economic retardation.’ 

Critical comment on this sort of analysis should begin with 
Howard §. Ellis’ remarkably penetrating attack * upon the under- 
investment fears of Hansen, continue with Joseph Schumpeter’s 
enlightening portrayal of the defects in the theory of vanishing 
investment opportunity 5 and conclude with George Terborgh’s 
summation of the weaknesses of the stagnation thesis. Our 
abbreviated treatment must mention none but the most pertinent 
clues relating to the validity of the under-investment argument. 

Professor Slichter condemns the vanishing-investment-outlet 
hypothesis as an explanation of the downturn of 1937 declaring : 
‘* Engineering experts are agreed that large new capital needs had 
accumulated during the great depression and, furthermore, that 
technological progress had created many investment oppor- 
tunities which had not been exploited.” 7’ Another authority 
who has spoken out against the stagnation thesis is Professor 
B. M. Anderson, who has said that a permanent change towards a 
more slowly growing population, and one that contained fewer 
young children and more older people, would only create for a 
time a problem of adaptation. A rapidly growing population 
would want more goods of the same type. “A more slowly 
growing population,” he asserts, “would want better things, 
qualitative improvements, and a greater variety of things.” ® 


1 H. H. Villard, Deficit Spending and the National Income (New York: Farrar 
& Rinehart, Inc., 1941), p. 343. 

2 Op. cit., p. 273. 3 Op. cit., pp. 121-2. 

“ H.S. Ellis, ‘‘ Monetary Policy and Investment,’’ Am. Econ. Rev., Vol. XXX, 
Supplement, Part 1 (March 1940), p. 37. 

5 Schumpeter, op. cit., II, pp. 1033-7. 

® G. W. Terborgh, The Bogey of Economic Maturity (Chicago : Machinery and 
Allied Products Institute, 1945). 7 Op. cit., p. 102. 

® B. M. Anderson, ‘‘ Governmental Economic Planning,’ Am. Econ. Rev., 
Vol. XXX, Supplement, part 2 (March 1940), p. 249. 





1950] THEORIES OF THE 1937-38 CRISIS AND DEPRESSION 305 


Goods of greater variety and quality would still require large 
investments of savings. There might be fewer baby carriages, 
but more wheel chairs—fewer rattles, but more radios. The 
possibilities one can imagine as to improvements in the quality of 
housing, transportation, medical facilities and recreational pro- 
jects, to name but a few, are staggering. The satisfying of the 
material needs of our under-privileged, without regard for the 
possible and probable additional wants of our more fortunate, 
would insure our productive machinery operating at capacity for 
generations. 

Professor Schumpeter argues that there were so many invest- 
ment opportunities in the thirties that 


“ce 


. we have established the right to speak of a Juglar 
prosperity and to infer from experience that it would have 
asserted itself without any external impulse being imparted 
to the system by government expenditure or any other 
factor. In particular, there is nothing to indicate that 
objective opportunities were smaller or capitalistic motivation 
weaker than they had been, say, in 1925.” } 


The specific outlets enumerated by Dr. Schumpeter were 
afforded by innovations in: electrical power, automobiles, diesel 
trains, refrigeration, air-conditioning, aviation, tractor tires, 
lighter steel products, continuous steel-rolling mills, prefabricated 
housing, synthetic organics, protective coatings and plastics. 
Moreover, many new details in housing such as refrigeration, air- 
conditioning and double baths were offered in the thirties. 
Decentralisation to suburban and rural areas was an added factor 
which should have increased demand for durable consumers’ 
goods. We cannot accurately state that the country was so 
wealthy that a demand for tangible wealth no longer existed. 
Unforeseen circumstances are not the only sources of demand 
which provide investment outlets—we need no innovations to 
stimulate activity. 

Let us also examine the savings side of the savings—investment 
process, inasmuch as Dr. Villard especially emphasises the rela- 
tivity of these magnitudes. Liquid savings of individuals in- 
creased $8 billion from 1934 through 1937, while total income 
received by individuals aggregated $190-9 billion over the same 
years. This represents an extremely high consumption function. 
Corporation savings are not included in these figures, but Mr. 
Abramovitz has noted that corporations paid dividends in 1937 2 


1 Op. cit., II, p. 1026. 
2 Due, in great part, to the penalty provisions of the undistributed-profits tax. 
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at the same rate as in 1936 even though their profits had decreased 
15%. In his words: “ As a result business dissaved one billion 
dollars and savings from dividends failed to make up for this 
high rate of business dissaving.” 1 We also know that dissaving by 
business results in a much smaller aggregate of savings out of the 
same total income. Paul Samuelson’s study of the savings-— 
investment problem led him to estimate that a reduction of 
business savings of $1-00 was likely to cause individuals to increase 
their savings by about 20 cents.? 

Obviously the government did not save anything, inasmuch 
as total government receipts for the four-year period, June 1933 
to June 1937, totalled $16,326 million, and total expenditures 
aggregated $30,559 million for the same period. This huge 
deficit of the government will offset many of the illiquid savings 
which are not included in our figures for liquid savings because 
most of the savings not wholly represented there (individual 
purchases of long-term bonds, insurance company and bank 
savings, etc.) were absorbed by the government, in return for 
government obligations, and were spent. Savings in the form of 
direct capitalisation or other forms of “investment” are not 
included in our figures, nor is debt reduction, but we do have 
enough of the savings traced, especially when we consider the 
huge deficit of government, to suggest that there was no great 
decrease in the marginal propensity to consume during the 
period under consideration—at least not until some consumer 
resistance became apparent in the housing and durable-con- 
sumer’s-goods markets in 1937. Our conclusion is that savings 
were not overly great when compared with the volume of available 
outlets for their investment. 


The Rise of Wages and the Narrowing of Profit Margins 


Professor R. G. Hawtrey has touched on the theory of rising 
wage-rates while speaking of the possibility of unemployment 
being caused by overly-large wage increases. He has written : 


“That this danger [of unemployment] is not imaginary 
is shown by the American experience of the years 1936-37, 
when a revival of activity was not only checked but reversed 
by a general increase of wages in manufacturing industry, 


1M. Abramovitz, ‘“‘ Savings and Investment: Profits vs. Prosperity ?’’ Am. 
Econ. Rev., Vol. XXXII, Supplement, part 2 (June 1942), pp. 65-6. 

2 A. H. Hansen, Fiscal Policy and Business Cycles (New York: W. W. 
Norton & Co., Inc., 1941), pp. 250-60. 
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which in nine months raised the average hourly wage in the 
twenty-five principal industries from 62 cents to 71.” } 


Towards the end of 1937, President Roosevelt sent a special 
housing message to Congress in which he said that housing con- 
struction had fallen short of 1937 goals because “. . . the rise 
in hourly wage rates and material prices was too great and too 
rapid for the consumer to bear. A similar rise in costs likewise 
checked production and buying in other industries as well.” ? 

Mr. Chester C. Davis of the Board of Governors of the Federal 
Reserve System delivered a speech on November 13, 1937, in 
which he denied that monetary measures had caused the depres- 
sion. Rather, he would place the cause as 


“eé 


. a maladjustment between prices of materials and 
labor costs, on the one hand, and rents and prices of finished 
goods on the other ; a period of over-exuberance in production 
and placing of orders and a consequent letdown when it 
became apparent that our expectations had once more been 
inflated.” * 


Sumner H. Slichter has contributed two especially significant 
articles on this topic to the literature.* In both he has stressed 
the role of rising wages and decreasing profits. 

Two other authorities deserving mention are Dr. C. O. Hardy ® 
and Dr. K. D. Roose; * both have emphasised wage fluctuations 
and diminishing profit margins. 

The position of the aforementioned economists and political 
figures is by no measure dogmatic or indiscreet. They follow 
many paths, and disregard few if any approaches. Generally 
speaking, however, they have not marshalled all the evidence now 
available to support their conclusions. Professor Wesley C. 
Mitchell, following Lescure, rather fully developed the profit- 
prospect theory of the business cycle, in which wages constitute 
the principal cost element acting as an offset to profit. The 
position of the price level constituted the limiting variable on the 
demand side in this system. 

1 R. G. Hawtrey, Economic Destiny (New York: Longmans, Green and Co., 
1944), p. 253. 

2 Commercial and Financial Chronicle (Dec. 4, 1937), p. 3541. 

% Ibid., Nov. 20, 1937, pp. 3285-6. 

‘ §. H. Slichter, op. cit.; and ‘‘ Corporate Price Policies as a Factor in the 
Recent Business Recession,’’ Proceedings of the Academy of Political Science (Jan. 
1939). 

5 C. O. Hardy, op. cit. 

® K. D. Roose, ‘‘ The Recession of 1937-38,” Journ. Pol. Econ., Vol. LVI 


(June 1948). Furthermore, in this valuable contribution, Professor Roose 
especially analyses the role of inventory accumulations. 
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Applying this explanatory device to the period of the middle 
thirties, one notes that in spite of the fact that consumer incomes 
were substantially outrunning retail prices, consumer resistance 
to higher prices was in evidence in late 1936. The rise in prices 
that did occur may be at least partially explained by the federal 
government’s gold and silver policies which assured an abundant 
supply of money and credit at low rates of interest, by farm and 
employment subsidies, by the 1936 veterans’ bonus as $1,200 
million was promptly cashed, by fears of inflation and by fears of 
labor trouble and higher wages. In addition, there was a world- 
wide accumulation of raw materials induced by the Spanish 
Civil War and the general European rearmament, which in 1936 
was progressing at an annual rate of approximately $11 billion.? 

Nonetheless, price rises were resisted in many quarters by 
such barriers to capital formation as higher taxes in the upper 
brackets, the undistributed-profits tax and new and extremely 
rigid security market regulations relating to “ pyramiding,” 
margin trading, sales by “insiders” and registration statements 
and prospecti. Also, many of the workers whose incomes were 
increasing had debts to pay. Others were uncertain as to how 
long their jobs might last, and hence revealed an increasing 
marginal propensity to save. 

From the cost side, retailers were paying steadily rising 
prices as indicated by the prices of finished products, which 
increased until October 1937. Higher labor and raw-material 
costs had been incurred by producers, and the higher prices of 
finished products represented the passing-on of these increased 
costs. 

In passing, and before examining the wage problems, notice 
should be taken of another important cost factor—raw materials. 
Raw material prices rose more rapidly up to April 1937 than did 
the prices of finished industrial goods, and thereby contributed 
to the narrowing of profit margins. Costs of such materials rose 
from an index of 75-8 (1926 = 100) in May 1936 to 90-1 in March 
1937, a gain of 18-9%, while the prices of finished industrial com- 
modities moved upward over the same period from 78-8 to 85-5, a 
gain of only 8-5%. This, too, represents an encroachment upon 
profits up to April 1937, and, moreover, the encroachment did not 
completely disappear during the following five months, inasmuch 
as raw material prices fell only 5-88% from March through 
August of 1937. 

As for rising wage-rates, labor cost per dollar value of output 


1 New York Times (Feb. 15, 1937), p. 10. 
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is one of the most significant indices available, because it combines 
the interrelationships of the physical output of workers, the 
money payment laborers receive for the given physical output 
and the price received by the entrepreneur for the finished physical 
output. Our indices reveal that labor cost per dollar value of 
output rose from an index of 93-5 in July 1936 to 101-9 in February 
1937—a rise of 9:0%. This percentage rise had increased to 
14-6% by April, 19-4% by June and 31-8% by November 1937. 
Now if labor cost in manufacturing industry were 100% of total 
cost, we could say that from July 1936 to February 1937, a profit 
margin of 9-0% per dollar value of gross sales would have been 
completely obliterated. By the time November 1937 had been 
reached, a profit margin of 31-8% on gross sales would have 
disappeared. Actually, labor cost was approximately 16-5% of 
total cost in manufacturing industry in 1935, according to the 
Census of Manufactures.* 

Revising our figures to correct for this fact that labor cost was 
approximately one-sixth of total cost, we discover that increased 
labor costs reduced the profit margin per dollar value of gross 
sales 1-48% from July 1936 to February 1937, 2.40% from July 
1936 to April 1937, 3-20% from July 1936 to June 1937 and 5-25% 
from July 1936 to November 1937. 

Certainly this apparent encroachment of wages upon profit 
margins adds weight to the theories of Hawtrey, Hardy and the 
others. The typical manufacturing establishment operates on 
approximately a 6-00—7-00% margin. One would expect a sharp 
reduction in profit rates during 1937, and this is precisely what 
did occur. The quarterly index of Industrial Corporation Profits ? 
(1926 = 100) reveals an index of 75 in the first quarter of 1936, 
98 in the fourth quarter of 1936, 104 in the first quarter of 1937, 
101 in the second quarter of 1937, 106 in the third and a collapse to 
59 in the fourth quarter of 1937. The index continued downward, 
and reached a low of 23 in the second quarter of 1938. 

The difficulty in using such figures, of course, is that profits 
fall when industrial production decreases significantly, and the 


1 If one breaks down costs as income to factors of production, labor receives 
as high as 80% or more, since labor is counted many times in cost without being 
specifically named. Labor is involved in making the raw materials, the machinery 
and the plant facilities—hence labor cost tends to add up to over three-quarters 
of total cost. However, to our manufacturer, the 16-5% ‘‘ in-the-shop-and-on- 
the-payroll’’ labor cost is the important one, since any other labor costs are 
already included in cost of raw material, semi-finished goods and all other cost 
items which his suppliers quote to him in the form of a specific price. 

2 Kx ic Conditions, Governmental Finance, United States Securities, The 
National City Bank of New York (May 1941), p. 56. 
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decrease in manufacturing volume from the August 1937 index of 
118 to the December 1937 index of 79 is in this particular instance 
of primary importance. The analysis encounters the problem of 
separating out the amount of industrial production curtailed 
because of shrinking profits, from the amount of profits lost 
because of declining industrial production. The semantic argu- 
ments of causation and causality versus coexistence at once arise. 

Moreover, the factors which precluded an increase in demand 
proportionate to the increase in the cost or supply side of the 
1937 market are nowhere satisfactorily delineated. We have 
provided a starting point by demonstrating the existence of 
barriers to capital formation and pointing out that workers of the 
period revealed a decreasing marginal propensity to consume by 
paying down debts, increasing liquid savings and attempting to 
offset the future uncertainty of their calling by not spending so 
large a portion of their current income. Yet the arguments are 
not complete or entirely satisfactory. More must be done. 

The conclusion is that a rapprochement of the wage and profit 
theories of the 1937-38 crisis and depression will have to integrate 
the facts of decreasing industrial production, stabilising prices and 
narrowing profit margins into a more precise theory of causation 
or coexistence. The intricate puzzle of separating cost and 
demand factors and then assigning magnitudes and weights is still 


unsolved. 
Metvin D. Brock 


California Institute of Technology. 





THE IRON AND STEEL ACT, 1949 


THE Iron and Steel Act marks both the culmination of, and 
a major change in, the nationalisation policy of the Labour 
Government. It completes the list of basic industries to be 
brought under public control, and at the same time introduces 
collective ownership into a manufacturing industry. With a 
single enactment one process of economic development is brought 
to an end and another is begun. This change in policy is clearly 
reflected in the Act, where a break with the earlier forms of 
nationalisation measure can be seen. 

The central authority to be set up will not take over the 
administration of the separate units of the industry as in previous 
measures, but will buy out the shareholders. Initially, at least, 
there will be no change in the day-to-day running of the steel 
firms. The authority to be established—The Iron and Steel 
Corporation of Great Britain—will merely replace the previous 
individual shareholders, and the management of the industry will 
remain in the hands of as many of its present directors and 
executives as elect to remain after the vesting-date. It will be 
subject to the policy control of a “‘ non-functional ”’ 1 corporation. 
In effect, the Act will bring about a financial reorganisation and 
create a holding-company answerable through the Minister of 
Supply to Parliament. By thus avoiding a tight and unified 
monopoly it should be possible to avoid many of the mistakes 
made under other nationalisation measures and retain a high 
degree of flexibility and decentralised control in a traditionally 
individualistic industry. In two other respects there are impor- 
tant departures from earlier measures. A certain amount of 
competition will be permitted, and firms with a small output,? 
or in some other way suitable for exclusion, may operate outside 
the nationalised industry under the Minister’s licence. A second 

1 The Minister admitted during the Committee Stage that a perfectly clear- 
cut black-and-white distinction between a functional and a non-functional 
Corporation could not be made. However, he envisaged a corporation composed 
of ‘‘ people who are not limited specialists, and, therefore, will not primarily be 


executive officers, but will discuss and decide general policy.’’ Standing Com- 
mittee C, December 16, 1948. 

2? Minimum output qualifying for acquisition under the Act; firms engaged 
in mining ore, 50,000 tons per annum; firms engaged in the further stages of 
production, 20,000 tons per annum. This provision is similar in principle to that 
which leaves road-hauliers operating within a radius of 25 miles of their base 
outside the control of the Road Haulage Executive. 
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and fundamental departure will make the nationalised industry 
responsible, not for the supply of a homogeneous commodity, or 
even a group of commodities, but for the supply of all the products 
of the steel companies (including their subsidiaries) to be acquired. 
While the primary purpose of the Act is to bring under public 
ownership the firms engaged in “the working, getting and 
smelting of iron ore, the production of steel, and the shaping of 
steel by rolling ” 1 a whole range of end-products, including in 
some cases consumer goods, will be brought in. When companies 
to be acquired wish to separate certain processes from their steel- 
making plant, and operate outside the nationalised industry, 
permission to “ hive-off”’ may be given by the Minister either 
before or after the vesting date. 

The Act also proposes that a Consumers’ Council shall be set 
up; lays upon the Corporation the duty of ensuring that its 
combined revenues shall not be less than sufficient to meet its 
combined outgoings, taking one year with another; fixes the 
borrowing powers of the Corporation at £350 million; and 
instructs that redeemable British Iron and Steel Stock shall be 
issued as compensation to the shareholders of the firms to be taken 
over. 

As it is clear that the Act proposes a major change in the 
economic organisation of the country, and may well prove to be, 
either by precedent or by its direct consequences, the most 
important piece of economic legislation introduced by the present 
Government, it is pertinent to ask what reasons have been adduced 
to support the measure’s passage through Parliament. The object 
of this paper is to examine the case for the Iron and Steel Act 
as it was presented in the Parliamentary debates. 

The Government case is based on two groups of arguments; 
those which are: (a) primarily economic and (b) primarily poli- 
tical. This dichotomy is not clear-cut, and Government speakers 
have not made serious efforts to disentangle the political and 
economic considerations they have put forward. Their failure in 
this direction may help to account for the fact that the case itself 
is not internally consistent and that it points to defects in the 
present organisation of the industry that the Act does not seem 
designed to overcome. 


1. The Case on Economic Grounds 


(a) The Efficiency Argument. The Government does not claim 
that the formation of the Iron and Steel Corporation of Great 


1 Preamble to the Act. 





— 
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Britain will increase efficiency in the immediate future, although 
the Opposition charge that there is no plan for the Corporation’s 
activities is not entirely just.1_ However, it is not on an improve- 
ment in the day-to-day management of the industry that the 
Government case rests. There are still many unintegrated plants 
where transport and fuel costs are very high, and there is evidence 
that due regard is not being paid to locational advantage even for 
new projects.2, Present plans are satisfactory, but the difficulties 
will arise when the first urgent improvements have been. carried 
out and the further stages for the reorganisation of the industry 
have to be settled and implemented. It will be then that the 
sectional interests of the multiple owners may stand in the way. 
Drastic measures may be necessary if the industry is to be properly 
sited, and if inefficient and unintegrated plants are to be scrapped. 
Decisions of this kind will have to be made if the industry is to 
become efficient, and it is difficult to believe that they would be 
taken by the members of the British Iron and Steel Federation if 
they were left to their own devices. 

There is considerable force in this argument, as the cartel 
form of organisation of the British Iron and Steel Federation has 
not brought about a unified monopoly by subduing sectional 
interests. While it is clear that a considerable improvement in 
efficiency could be achieved by paying due regard to locational ad- 
vantage at the expense of existing sites, this could be done only 
by pursuing a policy of large-scale scrapping. The temptation 
to retain existing plant at the cost of relatively inexpensive repairs 
and renewals must always be a strong one. There is evidence * 
that the steel industry has pursued such a policy of patching, and 
a nationalised Corporation, enjoined to balance its revenue with 
its outgoings, might well do the same. If the Government means 
business it must amend the Act and introduce a provision empower- 
ing the Corporation to suffer capital losses on a somewhat sub- 
stantial scale. As it stands the Corporation will be required to 
issue redeemable Stock for all the assets it takes over and, faced 
by the necessity of balancing its budget and maintaining its 
capital, will find itself in the shoes that the steel-makers have 
uncomfortably worn for two generations. 


1 See the Minister’s opening speech in the Second Reading Debates (Hansard, 
November 15, 1948), where eight tasks for the early part of the Corporation’s life 
are outlined. 

2 In support of this view see ‘‘ Reports of the Iron and Steel Industry,”’ Brian 
Tew, Economic JourRNAL, September 1946. 

3 Viscount Hall, Lords Second Reading Debate, Hansard, May 24, 1949. 

* D. L. Burn, The Economic History of Steel Making, p. 470. 





314 THE ECONOMIC JOURNAL [JUNE 


The Opposition answers to the inefficiency charge are un- 
satisfactory. (1) The industry is producing steel in record 
quantities and is, therefore, efficient. Such a blatant non sequitur 
does not warrant consideration. (2) Efficiency has not been high 
enough in the past, but the industry has drawn up a large-scale 
development plan,! which has received Government blessing and 
is now half-way to completion. This is a serious answer, and 
there seems to be little doubt that the industry’s plan has improved 
the efficiency of the British steel industry and will continue to do 
so. Nevertheless, at least one observer 2 takes the view that it is 
a compromise plan which does not go far enough in developing 
low-cost areas at the expense of high-cost sites, or pay sufficient 
attention to the problem of unintegrated capacity. The plan 
itself shows signs of the conflicting interests of the members of 
the Federation, and certain firms have publically spoken of their 
dissatisfaction with it. 

The inefficiency charge is strong, and its rebuttal is by no 
means convincing, but there is little evidence that the Government 
really understands the nature of the problems involved, and it is 
clear that the Act does not provide the machinery to solve them. 

(b) The Capacity Argument. 


“Tt is naturally more advantageous for private owners 
of the steel industry to have a total productive capacity 
below potential demand . . . on the other hand it is in the 
interests of the community and of consumers of steel that 
productive capacity should be capable of meeting industrial 
requirements in peace and military requirements in war.” 


Mr. Strauss continued: “I am far from saying that the steel 
industry should be extended regardless of economics, to meet the 
peak demands which the most optimistic can foresee in the next 
decade or so.”’? The essence of this argument seems to be that 
there is a gap between the output capacity the industry would 
itself build and that which is necessary for the welfare of the 
community. 

Unfortunately, the Minister does not go on to say how the 
optimum capacity can be determined; he sets an upper limit in 
general terms, but is careful not to commit himself to figures. 
Mr. Geoffrey Cooper suggests that we might aim to reach the 
American per capita annual consumption of -6 tons and expand 
capacity to 30 million tons; disposing of the output, if need be, 


1 Published by H.M. Stationery Office in May 1946. Cmd. 6811. 
* Brian Tew, op. cit., p. 495. 
% Second Reading Debate, November 15, 1948. 
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by expanding colonial-development plans.1_ Statements of this 
kind illustrate both the danger and the difficulty of the Minister’s 
ease. The industry will not provide enough capacity if it is left 
to itself. This may well be true, as the evidence of the inter-war 
years leaves little doubt that the Federation’s investment and 
price policies have been restrictive in outlook; indeed, the post- 
war development plan, although it does not offend seriously in 
this respect, is not expansively conceived. Opposition speakers 
have not faced the problem by denying that it exists. There does 
appear to be a conflict of interests on this point, and the important 
questions to be answered are: (1) does the Iron and Steel Act 
provide the means of overcoming it? (2) could the problem be 
solved if the industry were left in private hands ? 

A profitable discussion of an industry’s optimum capacity 
can take place only in the light of a given price-policy, and on 
this matter the Act is singularly unhelpful. As it stands the 
Corporation may charge any price it considers best calculated to 
satisfy the reasonable demands of the persons who use the pro- 
ducts for manufacturing purposes, and to further the public inter- 
rest in all respects.2. This, and the instruction to balance books 
taking one year with another, is the only guide to price policy 
the Act gives. The complete failure to pay any attention to recent 
theorising on this matter makes it unlikely that an optimum 
capacity can be even roughly determined on the basis of economic 
considerations. In default of any other criterion the Government 
must lay down its minimum strategic requirements and instruct 
the industry to build accordingly. If that capacity exceeds the 
amount that a privately owned industry would build, the Corpora- 
tion may well find itself in a very similar position to that which 
the steel manufacturers have been trying to avoid for so long. It 
would have excess capacity. Under such circumstances the 
Corporation might pay regard to its obligations to cover its costs 
and play the (discriminating) monopolist’s game. It might, on 
the other hand, decide “‘ to take one year with another ”’ and re- 
duce prices in the hope of extending sales. Neither course would 
be likely to increase the general welfare or lead to the optimum 
distribution of the nation’s resources. 

A mere change of ownership will not exorcise the problems 
of the economics of steel-making. If the country needs a larger 
capacity than a privately owned industry would find profitable, 


1 Second Reading Debate, November 17, 1948. 
2 Tron and Steel Act, Section 3, which also forbids undue preference or unfair 
discrimination in the supply and price of the Corporation’s products. 
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it must pay for it. Clearly the community can, as the U.S.S.R., 
has done and is still doing, build itself a very large steel industry 
if it wishes to direct its resources to that purpose, but it cannot 
avoid taking resources from more profitable uses in the process, 
Once it is admitted that a large capacity may not be compatible 
with profitability and that expansion plans might require Govern- 
ment subvention, the way is open to solving the problem by leav- 
ing the industry in private hands and granting the same sub- 
vention, particularly if this were linked with some form of public 
control of the Federation’s restrictive policies or the restoration of 
some degree of competition in the industry. 
(c) The Full-Employment Argument. 

“This Bill, far reaching and beneficial as its effects will 
eventually be on the iron and steel industry itself, should not 
be considered in isolation. It is an integral part of the 
Government’s general strategy for establishing a prosperous 
national economy. The power over our industrial life which 
previously resided, with chaotic and disastrous consequences, 
in the hands of the private owners of the nation’s mines, trans- 
port and steel, will reside there no longer. However, this 
power will provide a mighty weapon for maintaining full 
employment and raising the standard of living of our people.’”! 


As the Minister and some other speakers present this argument 
it has a somewhat naive look, suggesting that furnaces will be kept 
in blast and mills rolling, however thin the order books might 
become, and that the spectacle of a steel plant laying off workers 
will never disgrace the industry again. If this interpretation 
misjudges him, and he is thinking along the lines of the Employ- 
ment Policy White Paper to the effect that the Government and 
its agencies should plan their expenditure contra-cyclically, there 
is some substance in it. Large-scale capital replacements by 
Britain’s nationalised industries at times of declining trade activity 
could have a by no means negligible effect on employment levels. If 
this is the Minister’s case, he is guilty of overstatement ; if he means 
more it would be interesting to know exactly what he has in mind. 

(d) The Financial Argument. That the industry will require 
substantial financial assistance if it is to become efficient is a 
commonplace. Adequate sums will not be available from private 
sources. The Development Plan, estimated to cost £168 million, 
will probably cost £250 million because of the rise in prices 
that has taken place since 1945, and much more will be required 
in the future. Steel has not been attractive to investors since 
the twenties, and the industry’s inter-war finance had to be 


1 Minister of Supply, Third Reading Debate, Hansard, May 9, 1949. 
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assisted by the banks. Indeed, it was the bankers’ interest in 
steel that helped to bring about the concentration and amalgama- 
tion schemes of the early thirties. When the Development 
Plan was drawa up it was felt that “it would appear not improb- 
able that the industry could meet approximately half the cost of 
the programme out of its own resources” and that, as two- 
thirds of the additional capital would be required for expenditure 
in the Development Areas, the industry’s claim to what funds 
were available should be strong. The largest project under the 
plan, the Margam plant of the Steel Company of Wales, requires 
no less than £66 million, of which £35 million has been provided 
by the Government-sponsored Finance Corporation for Industry 
and 75% of the public issue left in the hands of the underwriters. 
The Finance Corporation for Industry has also found a further 
£15 million for other developments under the plan. 

The industry’s inter-war difficulties and the necessity of 
raising £50 million from a Government-inspired institution give 
force to the Government view that large-scale State assistance 
will be required if the industry is to re-equip itself and become 
thoroughly efficient.2 The proposed borrowing powers of the 
Corporation suggest that the Government envisages developments 
in excess of those for which finance could be obtained through the 
normal channels without State assistance. The argument is to 
some extent vitiated by the fact that the threat of nationalisation 
may well have inhibited market reactions since 1945, and makes it 
impossible to deny the Opposition claim that without this threat 
sufficient capital could have been found. The evidence on this 
point is inconclusive. 


2. The Case on Political Grounds 


(a) The Monopoly-Power Argument. An immense concentra- 
tion of political and economic power has grown up, and whether 
it is used by its private owners for good or ill, it is wrong that it 
should lie in private hands. If there must be monopoly control of 
the industry on technical grounds it should be exercised by the 
community’s representatives. The Government does not object 
to the fact of monopoly, indeed, it proposes to perpetuate the 
monopoly itself; the efficiency of the industry requires that there 
shall be a large degree of central control. In the words of the 
Chancellor of the Exchequer, 


“We have to decide whether such a large measure of 
industrial control by private interests is consistent with 


1 Report of B.I.S.F., Cmd. 6811, p. 36. 2 £350 million. 
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present-day democratic government . . . it is not a question 
as between uncontrolled private enterprise and national 
ownership, but between the private or public control of a vital 
industry.” } 

The issue is not, however, simply private control against 
public control, because the Opposition freely admits the need for 
Government supervision of the industry in the public interest. 
The control exercised by the Minister of Supply and the recently 
defunct Steel Board provides in their view a more satisfactory 
method of protecting the public interest.2 This view is firmly 
rejected by the Minister of Supply. First, it does not enable him 
to exercise a sufficiently positive influence. The industry can be 
told what not to do, but on most matters not what it must do. 
There are good reasons for not separating ownership from control 
(although the process has been proceeding apace for several 
decades in the steel industry as elsewhere), but to assert ‘‘ that it 
would be madness for a Government determined to build the 
nation’s prosperity on sound economic foundations to perpetuate 
such a system in a basic industry’? suggests little faith in the 
future of a planned economy of which a large part must be con- 
trolled but not owned. Second, under a system of Government 
control and private ownership the Government remains at the 
mercy of the men in possession who possess the technical ‘‘ know- 
how.” Mr. Strauss does not seem to be giving his support to the 
planning school. 

There can be little doubt that the essence of the monopoly 
argument is political, but it is not necessarily the worse for 


that. 

“* Steel and insurance are the citadels of twentieth century 
power and no country moving towards a planned economy 
can afford to concede autonomy to two such giants within 
its ranks. I do not think it is of any good to deny the 
political implications of this measure, and for my part I do 
not deny them—nor indeed conceal them.”’ 4 


A variation of the monopoly argument points to the inevitable 
growth of combination and amalgamation which has served the 
nation well and led to improvements in all the major industries. 


“It would be unrealistic to pretend that this development 
should stop here, and that there is no room for future improve- 
ment. The Government, in their realistic outlook, have 


1 Second Reading Debate, Hansard, November 16, 1948. 

2 For a very clear statement of this case see ‘‘ The Public Supervision of the 
Iron and Steel Industry,” B.J.S.F. Monthly Statistical Bulletin, October 1949. 

3 Minister of Supply, Second Reading Debate, Hansard, November 15, 1948. 

4 Mr. S. N. Evans, Third Reading Debate, Hansard, May 9, 1949. 





1950] THE IRON AND STEEL ACT, 1949 319 


taken courage to proceed to what is the next natural stage in 
this evolutionary process by bringing under public ownership 
the coal industry, gas and transport industries.” 1 


The Opposition answer to the monopoly-power argument is 
that the British Iron and Steel Federation is merely an organisa- 
tion designed to provide the advantage of co-ordination and 
balanced development. At this point an academic observer may 
be forgiven for bringing to mind Adam Smith’s dictum on the 
meeting together of people of the same trade. However, it is 
important to bear in mind that the Government case against the 
industry on grounds of efficiency is based on the existence of 
sectional interests within the Federation. Surely there is some 
inconsistency here. If the industry is controlled by a small num- 
ber of “‘ steel barons ” they will not be very powerful if they can- 
not agree amongst themselves. That the nation’s prosperity may 
suffer as a result of their conflicting interests is beyond doubt, but 
to admit as much, reduces the force of the monopoly-power 
argument. The Federation can present a united appearance when 
orders are plentiful, but it might well suffer, as many cartels have 
suffered in the past, from the defection of its members in more 
difficult times. The Federation has not been entirely free from 
internal dissension. 

(b) The Regard for Social Capital Argument. The industry has 
not paid sufficient regard to the effect that its actions have had 
on the social fabric of the areas in which it operated—or more 
exactly ceased to operate. Damage to social capital must in 
future be allowed for in all calculations of profitability. The 
steel-makers are charged with plunging whole areas into ruin; 
the partial migration of Scotland’s steel industry is cited as a case 
in point. 

Serious as this charge may be, it does not square with the 
efficiency argument, which points to uneconomic location. The 
southward movement of Scotland’s steel industry has done much 
to improve the efficiency of British steel-making. The same con- 
fusion is evident in Government supporters’ criticism of the Jarrow 
and Ebbw Vale projects. The steel-makers’ opposition to the 
Jarrow scheme may not have been based on considerations of 
efficiency, but, be that as it may, the North-east Coast was not the 
best place for a new steel plant. Ebbw Vale may not be a satis- 
factory site on purely economic grounds, but the most powerful 
argument employed in the attack on the plan to build the Richard 
Thomas plant in Lincolnshire was the effect such a migration 


1 Viscount Hall, Second Reading Debate, Hansard, May 24, 1949. 
No. 238—voL. Lx. Y 
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would have on the already depressed steel areas of South 
Wales. 

It is clear that there is a conflict between operating efficiency 
and proper regard for social capital and the maintenance of local 
levels of employment. As the result of recent technical develop- 
ments many existing sites are uneconomic. The industry has 
already begun to desert centres of fuel supplies in favour of areas 
where raw materials are plentiful, because of improved fuel 
technology and more efficient processes of extraction from low- 
grade ores. The extent to which present coastal sites depend on 
imported ores is also adding unwelcome strain to the balance of 
payments. A nationalised industry required to make its decisions 
in the light of the nation’s over-all economic situation must pay 
proper regard to these facts and plan future development at 
low-cost inland sites. A policy of this kind will be painful both 
for the contracting areas where employment levels may fall and 
social capital become redundant, and for the expanding areas 
where labour will be scarce and social capital inadequate. The 
consequential demands for social investment are likely to be 
substantial. 

The Corporation may well have to sacrifice profitability if it 
does not wish to incur heavy, if temporary, social costs. Govern- 
ments have been prone to pay too much regard to considerations 
of this kind, and a public Corporation subject to political control 
is likely to give excessive rather than insufficient attention to 
non-economic factors. The cure might be as bad, or even worse, 
than the disease. The Corporation will take over the problem 
of the conflict between profitability and the preservation of 
social capital, just as it will take over the problem of deter- 
mining the industry’s optimum capacity. Nationalisation will 
not in itself solve either issue. The Government case seems to 
ignore the fact that economic decisions are essentially questions of 
choice and that changes in economic organisation seldom change 
the nature of an industry’s—or a nation’s—basic problems. 

(c) The Mandate Argument. This measure is a fundamental 
part of the programme on which the Labour Party won the 
election in 1945. The pledge given to the nation, and in particular 
to the steel-workers, whose efforts reflect their faith in the Govern- 
ment’s intentions, nust be honoured. This is not the place to 
examine the theory of the mandate and the question of the steel- 
workers’ efforts is one of fact. 

Some Opposition speakers brought evidence that certain 
trade unionists were not anxious to see the measure reach the 
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Statute Book ; while Government speakers pointed to the fact that 
hundreds of resolutions in favour of the Bill had been passed at 
steel-workers’ trade-union branch meetings. The Opposition 
evidence was clearly not representative, and if, as the recent 
P.E.P. report on trade unions suggests, resolutions are on the 
whole expressions of second-level opinion! the Government 
case is similarly not based on a very firm foundation. The 
unusually healthy labour relations in the industry have been 
quoted by the Opposition as an indication that the workers do not 
want nationalisation, but it is likely that this happy state of 
affairs is not particularly significant in this connection but is 
the result of historical factors ? in no way connected with the 
issue under discussion. 


3. Conclusion 

Where political and economic considerations are as closely 
interwoven as they have been during the course of the debates on 
this measure it is impossible to arrive at a completely objective 
conclusion. Nevertheless, it should be possible to make some 
estimate of the strength of the Government’s case. When 
legislators propose to bring about a fundamental change in any 
part of the organisation of a democratic country they should be 
required to prove beyond reasonable doubt at least two things : 
(1) That the situation they propose to change is in fact un- 
satisfactory and that it is in the public interest that it should be 
changed. (2) That the measures they propose to take are the 
best, having regard to all the circumstances, that can be taken to 
bring about the desired change. 

If these criteria be admitted the Government case is unsatis- 
factory. The nationalisers certainly meet the first requirement on 
grounds of efficiency, capacity and (possibly) finance. They fail 
to meet the second in two different ways. First, no solution other 
than the perpetuation of the present system has been seriously 
discussed during the debates. For example, the possibility of 
restoring some degree of competition has not been examined. 
The technical and political inevitability of at least monopoly 
control seems to have been accepted by both sides. It is difficult 
to avoid the conclusion, indeed certain Government speakers 
admit it, that the Act is doctrinally inspired. It is true that 


1 British Trade Unions, P.E.P., p. 29. Second-level membership is defined 
as the active branch membership, which varies from 6% to 76%, but is seldom 
more than 10% or 15% of total membership. 

* Predominantly, perhaps, the sliding scale, the fact that steel-workers are on 
the whole well paid and the industry’s well-developed conciliation machinery. 








322 THE ECONOMIC JOURNAL [JUNE 1950 


supportirg economic considerations have been brought forward 
with some force, but sometimes they flavour of rationalisation. 
Second, the Act and the case put forward in support of it in the 
Parliamentary debates do not form a consistent whole. When the 
Act is examined in the light of the defects it is designed to over- 
come, it is somewhat difficult to see how the Iron and Steel 
Corporation of Great Britain would go about its business. In 
particular, it is difficult to see how profitability and the main- 
tenance of capital could be reconciled with: (1) a proper regard 
for efficiency, at least for many years; (2) an adequate capacity, if 
this is to be larger than the industry would itself build; and (3) 
the maintenance of social capital and local levels of employment. 
In view of the experience of nationalised coal, transport and civil 
aviation, however, it would perhaps be unnecessary to release the 
Corporation from its duty to balance its books—it would not lack 


precedent for failing to do so. 
S. J. LANGLEY 


University of Sheffield, 
Sheffield. 

















THE UNITED NATIONS’ REPORT ON 
FULL EMPLOYMENT.? 


WHETHER it proves a basis for immediate action by agencies 
of international government, an influential tract for the times or 
simply an essay in applied economic analysis, this report to the 
Secretary General of the United Nations is an important docu- 
ment; for, in a co-ordinate fashion, it analyses and makes pre- 
scription for domestic full employment, short-run stability in 
foreign trade and long-run equilibrium between the dollar and 
non-dollar trading areas. 

The report was written in seven weeks towards the end of last 
year in response to a resolution of the Economic and Social 
Council, adopted on August 11, 1949. The American recession of 
the first six months of the year, with its sharp consequences for 
the balance-of-payments position of many countries, brought to 
the surface a persistent underlying uneasiness concerning the 
future course of the American economy. At the same time the 
Soviet Union and its friends on the Economic and Social Council 
pressed on with a long-standing campaign to call public attention 
to the instability of capitalist economies in general, and that of the 
United States, in particular. These real economic and political 
interests yielded a unanimous request from the Economic and 
Social Council to the Secretary General to have prepared an expert 
report on national and international measures conducive to the 
maintenance of full employment. 

The experts chosen (it is regrettable that the Polish economist 
designated did not participate) took the Economic and Social 
Council at its word, and produced an explicit and closely related 
programme for action. The report consists in some one hundred 
pages of analysis, broad recommendations and specific proposals. 
In an extension of the United States Supreme Court (and House of 
Lords) tradition to a new terrain, it concludes with a separate con- 
curring statement by J. M. Clark, with which the other authors 
express agreement. 

The analysis on which the proposals are based contains little 
that is new, either in respect to its domestic or to its international 

1 National and International Measures for Full Employment. Report by a 
group of experts appointed by the Secretary General of the United Nations. 


E. Ronald Walker, Chairman; J. M. Clark, Nicholas Kaldor, Arthur Smithies 
and Pierre Uri. (Lake Success, New York, Dec. 1949, 5s.) 
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aspects. It has, however, a number of special virtues. In the first 
place it was fully agreed by five economists who stem from 
differing academic traditions and whose several views of the con- 
temporary scene are coloured by an awareness of peculiar national 
and regional problems. The report thus broadly symbolises the 
extent to which economists of the non-Communist world have 
evolved, over recent years, an agreed set of tools and even a com- 
mon perspective on the great economic issues of the post-war 
world. In the second place, the analysis brings within a single 
compass, and forces simultaneous consideration of problems 
which have tended to be dealt with discretely, by economists as 
well as by governments. This is, certainly, the report’s greatest 
analytic virtue. Third, the report is clearly written and unam- 
biguous, without gross over-simplification of the strictly economic 
problems considered. Fourth, both the analysis and the recom- 
mendations make clear the gaps in economic thought and policy 
which need to be filled if the report’s large inter-related aims are 
gradually to be translated into national and international policy. 

For purposes of review, it is convenient to consider the 
proposals somewhat out of the sequence in which they are pre- 
sented. The authors move over from prescriptions for domestic 
full employment to the structural problems of international trade 
and investment; and then they add a scheme for stabilising the 
level of foreign trade in the short period. In order to isolate 
certain issues of analysis, the first and third proposals, which have 
a common theoretical base, are here examined together. The 
structural proposals are treated separately. 


The report takes its start from a now conventional considera- 
tion of forces making for fluctuations in income within a given 
country. Like the examination of the foreign balance which 
follows, it is, essentially, a short-pericd analysis. Long-period 
factors, it is true, briefly appear. There is some discussion of the 
level of investment, and its limitations as a unique instrument 
for maintaining steady full employment (para. 73). The authors 
accept, on a rough empirical foundation, the view that the rate 
of investment consistent with the secular rate of progress (a 
concept not explored) is bound to be lower than that necessary 
for the maintenance of full employment in highly industrialised 
countries; and that, consequently, in such economies, steady full 
employment will demand a secular increase in the proportion of 
the national income devoted to consumers’ outlays (paras. 74 and 
162). They do not discuss, however, whether this result can be 
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achieved without chronically unbalanced budgets; nor do they 
consider the possibilities of a secular increase in the propensity to 
consume. Their view of the long-run pattern of income outlays 
is, further, not related to the later treatment of long-term inter- 
national capital flows. The authors’ bias towards a concept of 
secular stagnation is, thus, ex cathedra; and, in general, the report’s 
analytic structure reflects the fact that economists have only 
begun to relate the theory of short-run fluctuations in income to the 
theory of economic progress. 

As compared with other recent simplified analysis of income 
flow, the report gives considerable emphasis to the inflationary 
problems of full employment (paras. 84-9, 173-7, and the separate 
concurring statement of J. M. Clark). It contains, however, no 
sustained analysis of the role of monopolistic elements in income 
fluctuations, except in relation to problems of inflation. 

Although there is obviously much still to be learned of the 
practice of full-employment policies, and despite the possibilities 
of difference in details or in emphasis, the report’s discussion of 
this range of problems, in their short-period aspect, bears the 
stamp of a mature body of doctrine, well beyond the stage of 
revolution or even of crusade. 

Something of the same may be said of the short-period analysis 
of international equilibrium (paras. 52-66). This passage reflects 
the extent to which the classic theory of international trade, in 
simplified form, has lately been absorbed within the body of 
income analysis (note especially para. 53). Reference is made to 
the differing short-period elasticities of supply, as between 
industrial products on the one hand and primary products on the 
other. This portion of the text also includes a pointed justifica- 
tion for general and discriminatory deviations from multilateral 
free trade, as devices of insulation against the full effects of 
external income fluctuations (paras. 62-6). 

The authors have not chosen, however, to deal with income 
elasticities of demand for various commodity groups, and their 
consequences for balance of payments of economies of different 
structure. Nor have they examined short-period distortions 
which might arise from differing degrees of full employment and 
inflation, a matter of some practical importance in the world they 
envisage ; for the rapid economic development of under-developed 
areas accompanied by large international capital movements, 
which they prescribe, is likely to produce such disproportionate 
income expansions. 

From the analysis, up to this point, flow two sets of recom- 
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mendations: one designed to maintain steady full employment 
without inflation within individual countries; the other, to 
stabilise the availability of foreign exchange, in the face of national 
lapses from full employment. It would be unfair to characterise 
these proposals as the generals’ prescription for winning the last 
war, for they are clearly germane; but they obviously owe much 
to a contemplation of the sort of domestic and international 
measures which would have avoided the debacle after 1929. 


The proposed measures for the maintenance of domestic full 
employment can be summarised in four groups (paras. 153-64) : 
(1) measures to stabilise the level of investment, including 
encouragement to private investment and direct public 
enterprise ; 

(2) measures to stabilise, or secularly to expand, the level 
of consumers’ outlays, including “ built-in ” stabilisers and a 
variety of fiscal supports to consumption ; 

(3) measures to avoid inflation, including a reversal of 
expansion techniques, if necessary, and institutional arrange- 
ments to avoid the monopolistic exploitation by special 
groups of full-employment conditions ; 

(4) measures to stabilise employment and income in dis- 
tinctively export industries, including subsidies to domestic 
consumption of their products and international price (or 
direct-income stabilisation) schemes, for primary products. 


Here the authors have attempted merely a selective summary 
of techniques which have already been, at least academically, 
explored. Especially with respect to the just course between full 
employment and inflation, however, there are imponderables, 
which are not evaded in the text and which are, in fact, under- 
lined in the concurring statement of J. M. Clark. 

The report states (para. 176): “. . . the situation requires 
such action by the government, jointly with organized labour 
and employers’ associations, as would ensure that any wage 
increases that may be granted will not result in a general price 
inflation.” This is, evidently, no antiseptic device of fiscal 
policy, but a searching political query. The authors, properly, 
propose no neat formule. They have simply underlined a political 
condition for the successful pursuit of sustained full employ- 
ment; namely, the acceptance of a common responsibility for the 
general price level by some groups who have normally pursued 
their objectives on the assumption that the general economic 
environment may be taken as given. 

The most distinctive suggestion of this portion of the report 
is that the Full Employment Pledge of the United Nations 
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Charter be formalised through the adoption and announcement 
by each country of a full-employment target appropriate to its 
structure. For industrialised countries, the target would consist 
of the maximum level of unemployment permitted, without 
explicit government responsibility for undertaking counter- 
measures. The concept is extended, as well, to less-developed 
countries, where the target would consist in the level of industrial 
employment appropriate to its current manufacturing capacity, the 
national targets thus moving with the stages of development plans. 

The symmetry here is a bit forced; for the strictly domestic 
measures available to an under-developed country to maintain its 
rate of industrial employment and industrialisation in the face of 
a general depression are likely to be extremely limited. And 
many such areas must depend mainly on the efficacy of inter- 
national measures to sustain the level of income, and thus the level 
and character of employment. It is, nevertheless, wholesome that 
the authors have emphasised the existence on a large scale of this 
type of concealed unemployment. 

The report suggests, further, that governments should 
formulate and make known, in full and in advance, the kinds of 
measures envisaged to deal with levels of unemployment higher 
than the target figure, as well as with inflationary situations; and 
that adequate powers, for prompt action, should be lodged with 
the executive branches of the several governments. 

The suggested mode of operation of this programme is the 
following : 

(1) That in addition to the full-employment target 
(which might be defined as a range) a “ signal ”’ level of un- 
employment be defined, possibly in terms of unemployment 
in cyclically sensitive industries. 

(2) Upon the appearance of “ signal ” unemployment for 
three successive months the government would be obligated 
to bring into play counter-measures consisting essentially in 
tax reductions, designed to reduce average unemployment to 
the mean of the target range. 

(3) These automatic counter-measures are regarded as 
simply a part of the whole machinery of full-employment 
policy, which each country would develop in terms of its own 
peculiar problems and institutions. The application of the 
automatic counter-measures would symbolise that the 
programme as a whole had failed to meet its full objective, 
and that further measures, quite possibly beyond the auto- 
matic measures, were required. 


It is easy to dismiss these suggestions as an academic drama- 
tisation of the argument, ill-suited to the empirical rough and 
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tumble of politics, and difficult to reconcile with the Constitution 
of the United States, a country to which the proposals are notably 
addressed. Politicians are likely to recognise the power of a 
proposal that would heighten the public awareness of the implica- 
tions of a full-employment policy, and they may well fear the 
transfer of broad and flexible commitments into the realm of 
automatic executive action. Certainly, should they accept the 
principle of the authors’ proposal, they will fall short of the rather 
high standard of explicitness set for enunciating specific measures 
in advance; and, in the United States, the range for independent 
executive action will have to be carefully adjusted to jealously 
guarded Congressional powers with respect to the raising of 
revenue and the drawing of funds from the Treasury (Article I, 
sections 7 and 9 of the Constitution). 

Reservations of this sort may be joined to doubts concerning 
the ability of relatively free societies both to enjoy full employ- 
ment and to avoid inflation. Here, it should be noted, that, 
although there is a considerable distance to go, employers and 
trades unions, in both Europe and the United States, have ex- 
hibited a greater willingness to take account of the effect of their 
actions on the level of employment and the general price level than 
is often realised. In principle, there is no reason to believe that a 
further recognition of this relationship need necessarily result in 
an end to collective bargaining as we now know it; although its 
character would certainly alter at periods close to the inflationary 
margin. 

Only the rough test of experience will be able to tell us whether, 
in fact, people will prefer relatively steady full employment, at the 
cost of greater discipline with respect to wages and prices, to 
greater freedom of action with larger fluctuations in employment 
and profits. The risks of experiment, however, are less than they 
might appear, given the proven powers of government to impart 
deflationary impulses to the economy. The possibility of a weak 
government neither, on the one hand, imposing (e.g., through 
compulsory arbitration) or negotiating adequate discipline, nor, 
on the other hand, instituting deflation cannot, of course, be ruled 


1 These provisions might be respected by having the annual tax schedules 
set by the Congress at two levels: one for periods at or below the “ signal ” 
level of unemployment; the other for operation should the “ signal” level be 
exceeded. This rigid arrangement would limit executive action to simply taking 
cognisance of arrival at the “ signal”’ level. In the United States measures to 
deal with unemployment beyond such pre-defined automatic measures would 
still require Congressional ection, to the extent that they involved new outlays 
or altered taxation. 
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out, especially in the short period. But steady inflation will 
enforce its own political as well as economic remedies. 

In general, this is a problem, like many others faced by 
political democracies in recent times, where it is easy to demon- 
strate logically that the acceptance of government responsibility 
will certainly strain and might threaten the fabric of fundamental 
liberties. The outcome is liable to depend, however, not so much 
on the nature of the problem as on the degree of understanding and 
sense of civic responsibility exhibited by the relevant groups 
among the people, and on the leadership furnished from the side of 
government. The resourcefulness of political democracy appears 
potentially great enough to sustain a high level of employment 
without either protracted inflation or corruption of the bases of 
democratic society. The democratic process has proved com- 
patible in some societies with the exercise of wide governmental 
powers and controls; and it is feeble in many regions where there 
is almost unlimited scope for individual action in the economy. 
The strength of the democratic process is a complex phenomenon 
and not correlated in any simple way with the degree and kind of 
economic issue settled by communal action as opposed to the inter- 
play of individual actions. Each country will, in fact, have to 
find its own answer and to strike its own balance between liberty 
and order in this field; and these balances are likely to differ from 
country to country, as indeed they differ at the present time. 

Taken all together, the suggested steps forward, with respect 
to domestic full employment, in directions familiar but untried, 
will be, for governments, like most important decisions of policy, 
an exercise in balancing hopes against fears; and there is every 
reason to wish that they adopt, each in the context of its own 
society, the line of sober courage admirably formulated by J. M. 
Clark in his concurring statement. 


There is a similar dramatic quality in the report’s scheme for 
stabilising the supply of foreign exchange in the short-period. 
And, in the first instance, it is probably to be understood as a 
means of making explicit the international responsibility borne by 
each country for its national level of income and employment, and 
thus its level of demand for the exports of other countries. 

The scheme (designed to supplement domestic full-employ- 
ment measures, and any stock-piling and other programmes which 
would help stabilise the level of imports) is, briefly, as follows : 


(1) A Reference Year would be established for each 
country, being the most recent year in which the full-employ- 
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ment target had been achieved for more than nine months. 
The level of imports and of exports for the reference year 
would be regarded as “normal.” If full employment were 
steadily maintained the Reference Year would be the year 
prior to that in which the scheme was being applied. The 
“normal” level of imports and exports would thus be per- 
mitted to alter with the secular rise in income and with 
changes in structure of national economies. 

(2) If, in any given year, the value of imports of goods 
and services by a particular country falls, as a result of a 
decline in effective demand within that country, it must 
deposit into a special pool with a new department of the Inter- 
national Monetary Fund a sum, in its own currency, equalling 
roughly the amount of the international deflationary impulse 
it has propagated. 

(3) The amount of the liability of a depositor country 
would be calculated by comparing the value decline in its 
imports, less the decline in its exports, with the position 
in the reference year. If imports should decline in value 
and exports rise, the change in exports would be ignored for 
purposes of calculation; i.e., the deposit would equal simply 
the decline in the value of imports. If the volume of exports 
rises, but value falls, due to price movements, the change in 
exports would be calculated as if the volume of exports had 
remained unchanged. 

(4) The deposit could be waived by the International 
Monetary Fund if it could be demonstrated that the fall in 
import demand was due, in part or in whole, to factors other 
than a reduction in import demand caused by a fall in effec- 
tive demand within the country or other than a restriction of 
imports that was not made necessary by an adverse balance 
of payments. 

(5) Any country could purchase, with its own currency, 
an amount of the depositor’s currency equalling roughly the 
amount of the direct (e.g., bilateral) deflationary impulse it 
has sustained.! 

(6) This purchasing right would be calculated by com- 
paring with the bilateral position in the reference year the 
value decline of exports from the purchasing to the depositor 
country, less the decline in imports from the depositing 
country. Should the volume of imports of the purchasing 
country rise, while value declines due to price movements, 
the change in imports would be calculated as if the volume 
of imports had remained unchanged. 

(7) Should the amounts claimed by purchasing countries 
exceed sums deposited, the Fund would make appropriate 
adjustments, in the light of the best statistical evidence 


1 The implications of the scheme for indirectly transmitted deflationary 


impulses (e.g., via raw-material-producing areas) are not considered explicitly 
in the report, and would certainly have to be dealt with in any final version of 
such a scheme. 
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available and of the considerations entering into tle waiving 
of deposits, as under para. 4, above. 

(8) The currencies of purchasing countries received by 
the Fund would be placed to the credit of the depositor 
country concerned, and would be available, for the finance 
of current transactions on evidence of a decline in monetary 
reserves (defined in the light of “‘ normal” accretions from 
gold production). 

(9) Until general currency convertibility is established the 
amount of the releases to any former depositor, under para. 8, 
above, should not exceed the increase in monetary reserves 
of the former purchasing country concerned, over the same 
time period. 


This scheme is designed to correct the acknowledged inability 
of the Fund to supplement the slender foreign-exchange resources 
of its members, when a reduction is imposed by a depression 
within the economy of one of their trading partners. In concep- 
tion, it is drawn carefully to avoid committing the depositor 
countries to finance an ‘‘ abnormal ” increase in their own exports. 
When appropriate foreign exchange becomes scarce, for reasons 
other than a failure of effective demand, the responsibility and the 
right is left with individual countries to reduce their imports; and 
that choice would, in any case, be open to them, as an alternative 
to the purchase of currency from the Fund. 

One can envisage a host of practical problems that would have 
to be overcome in operating successfully such an instrument of 
international government. The assessment hearings before the 
Fund, for potential depositing countries, would be a complex 
exercise in segregating the consequences of a “ decline in effective 
demand ” from other factors determining the course of imports 
into the relatively depressed country. The claim hearings for 
potential purchasing countries would require a fine effort to avoid 
drawings which would, in effect, increase reserves or permit the 
finance of ‘‘ abnormal” imports. If relative depression should 
persist over a period of several years, there would be legitimate 
questions concerning the “ normality ” of the figures for the Refer- 
ence Year, due to structural changes in the depositing country and 
elsewhere in the world. A persistent depositor, with a chronic 
tendency to increase his reserves, might resent seeing his balances 
in foreign currencies pile up inaccessibly with the Fund, even 
though such resentment were irrational. There are circumstances 
when potential purchasing countries might hesitate to avail 
themselves of their drawing rights. They might, for example, 
choose currently to draw down reserves rather than accept a 
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future limitation on their ability to build-up reserves, caused by 
the exercise of counter-drawing rights by former depositor coun- 
tries; or they might reduce imports currently rather than await 
the doubtful outcome of the annual Fund negotiation. 

No one, however, who has observed the various post-war 
negotiations leading to the allocation of resources and funds, on 
the basis of complex objective criteria, is likely to hold that the 
scheme is technically inoperable. No international body has yet 
failed successfully to divide up someone else’s resources, once they 
have been made available. Staff work of a new kind would be 
required and the evolution of a common law experience; but 
clearly a scheme of this type could work. 

The acceptance of the scheme hinges on two other factors. 
First, governments and peoples must be prepared to acknowledge, 
in the most concrete of possible ways, an international responsi- 
bility for the stability of their domestic economic arrangements. 
And they must be prepared to place flexibly in the hands of the 
executive branches of their governments adequate funds and the 
discretion to negotiate concerning them with the International 
Fund. In the United States such discretion has hitherto been 
given, with respect to foreign disbursements, only at times of 
national emergency. Second, there is the question of whether the 
scheme is needed. It is frankly designed to supplement chroni- 
cally low foreign-exchange reserves. Their present level now 
results mainly from structural difficulties in world trade. The 
scheme is not designed to remedy these structural difficulties, and 
could not be properly applied, in any case, until the structural 
difficulties had been solved, or were clearly on the way to solution, 
by other means. One might ask whether it would not be wiser 


to concentrate on measures for domestic full employment and on ° 


solution to the structural problems of trade, and count on such a 
world economic system to yield foreign-exchange reserves capable 
of dealing with the international consequences of lapses from full 
employment. Some may hold that, if we are patient, and act 
elsewhere to create a rational economic environment, the Fund, 
perhaps with somewhat larger resources, might work. 

On formal grounds, however, the authors’ position is well based. 
They can establish a clear gap in the structure of international 
agencies, as presently organised (paras. 120-1). They can point 
to the reality of each country’s responsibility for either initiating 
or communicating an international impulse to deflation (para. 
119). They can emphasise that the call on depositing countries 
would come at a time of unemployment when, in any case, deficit 








oe Qs fo ao" 


lana 


~~ -—_- CP ef © a 4 


1950] THE UNITED NATIONS’ REPORT ON FULL EMPLOYMENT 333 


financing is likely to be in operation, and the real cost of its 
deposit would be low or even negative (para. 137). To these con- 
siderations might be added the likelihood that the course of the 
solution to the structural trade problem is likely to be slower and 
more precarious than we may hope; and that the building of 
adequate foreign-exchange reserves is likely to be a long, slow 
process. A cushioning flow of foreign exchange would probably 
be useful. Further, the existence of such a scheme, which would 
make, in a sense, gifts to foreigners alternative to gifts to nationals, 
would constitute a powerful political incentive to the maintenance 
of domestic full employment. 

There is a final argument for some such scheme which may, in 
the long run, prove to be its greatest justification. If, as may well 
be, we must assume that countries will choose different balances 
of liberty and order with respect to domestic full-employment 
policy there will be a strong incentive for the more highly 
disciplined countries to maintain machinery of discrimination and 
control over foreign trade, and to fear to take the final steps 
towards free convertibility of currencies, even after some tolerable 
order has been established in the world trading framework. In 
the nineteenth century free convertibility hinged not only on 
adequate reserves and an international short-term as well as long- 
term capital market, but also on the existence and acceptance of a 
single business cycle for the whole world trading area. It may be 
that a scheme of this type could be an important instrument for 
holding within a single free trading area economies subject to 
differing degrees of income fluctuation. 

On the whole the scheme is to be judged fundamentally valid, 
if it proves politically negotiable. At the cost of some conceptual 
refinement, it might well be simplified. But it is not lightly to 
be set aside; for it is addressed to a real problem, the solution of 
which may prove a decisive link in the chain of domestic and inter- 
national economic policies to which most governments are, in 
principle, committed. 


In the full framework of the report the proposals for short-run 
stabilisation of foreign trade are designed to operate in an en- 
vironment where domestic full employment is tolerably well 
maintained and where solution has been found for the dominating 
structural distortions of post-war trade. The authors have boldly 
brought together the problems of sustained full employment and 
of long-run trade equilibrium between dollar and non-dollar 
areas. 
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The formal grounds for introducing this vast theme are three : 
that full employment will be precarious so long as deficit countries 
cannot purchase, out of current earnings or manageable borrow- 
ings, essential raw materials for industry; that the development 
plans of many under-developed countries, the fulfilment of which is 
necessary to reduce the level of concealed unemployment on the 
land, are now precariously sustained by diminishing currency 
reserves; and that present disequilibrium prevents the building 
of adequate foreign-exchange reserves, and leaves the import and 
employment level of many countries sensitive to even small dis- 
turbances in international trade. ‘‘ Without the restoration of 
over-all equilibrium in balances of payment, it will be impossible 
to achieve the kind of stable international framework within which 
full employment policies can succeed ”’ (para. 102). 

The structural distortion in world trade is defined as the in- 
ability of Western Europe to finance on current account its im- 
ports from the dollar area (only 43% in 1948); a similar but lesser 
inability currently to finance American imports on the part of 
many non-European countries (74% in 1948); and an inability of 
the United States to cover its exports by imports of goods and 
services (only 62% in 1948). 

To correct this insecure structure of trade, now largely 
dependent on annual Congressional grants and on diminishing 
foreign-exchange balances, two measures are proposed : 


(1) a world trade-adjustment conference, under the 
zegis of the Economic and Social Council, in which govern- 
ments would examine each other’s future trade plans and 
adjust their own plans in the light of what was thus revealed 
and in the light of . . . 

(2) a system of stabilized long-term international capital 
movements, on the basis of substantial borrowings from 
governments and lending to governments, for general 
development purposes, to be operated by a new department 
of the International Bank for Reconstruction and Develop- 
ment. 


Reflecting the undeveloped state of dynamic long-run theory, 
these suggestions are presented against a relatively thin back- 
ground of analysis. Moreover, the proposal for enlarged inter- 
national capital movements is only obliquely related to the 
problem of maintaining full employment in the lending countries 
(para. 163); and there is no examination of its possible connection 
with the rate at which the proportion of consumers’ spending, in 
advanced economies, might have to be increased over time. The 
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relation between the investment proposals and the trade-adjust- 
ment conference is explicitly made; but it is made in quite general 
balance-of-payments terms (para. 111). 

The authors had, of course, only seven weeks in which to write 
their report; and they emphasise strongly the further technical 
preparation that will be required if consultations and negotiations 
of the kind envisaged are to succeed (para. 108). It is, neverthe- 
less, proper to examine their proposals in this field with some care, 
both because of the relation of structural trade and investment 
problems to the maintenance of full employment and because of 
the priority such structural problems must, in any case, enjoy over 
the near future. 


There is a significant asymmetry in the manner in which the 
structural, as opposed to the short-run, proposals are presented. 
In the case of the latter, the authors indicate, in simplified form 
at least, the considerations that they believe relevant to the 
formulation of national policies. Their structural prescriptions 
are more reticent : they stop short, in effect, with the injunction 
that whatever is done by governments, internally with respect to 
their development plans, externally with respect to their trade, 
their lending or their borrowing, should be consistent with full 
employment on the one hand and short-run balance-of-payments 
equilibrium on the other. It is a little as if the full-employment 
proposals had merely enjoined the governments so to act as to 
maximise national income without creating inflation. 

In short-run terms, an increase in capital exports from the 
United States, for example, makes more dollars available in the 
world, eases the general dollar shortage and may help sustain 
the level of employment and income in the United States. This is 
the vocabulary in which the matter is now conventionally discussed. 
In long-run terms other considerations become relevant, among 
them the character of the investment to which the dollars are 
applied and the manner in which the American economy adjusts 
to the receipt of the imports or services in which interest must be 
repaid if it is to be repaid at all. 

The form in which the authors’ structural proposals are pre- 
sented makes it peculiarly important that these long-run issues be 
squarely met; for their recommendations either imply or would 
explicitly place great responsibility for the character of invest- 
ment outlays on national or international public bodies. This 
can be seen by examining the nature of the criteria on which it 


is proposed that international lending be conducted and the 
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character of the issues that would have to be faced at the proposed 
trade-adjustment conference. 


In prescriptions for domestic full employment (excepting 
counter-cyclical government projects) investment is assumed to 
follow expected opportunities for profit; and acts of investment 
are assumed to be taken by a very large number of individuals and 
institutions. The aim of policy is to create the environment which 
will yield the appropriate volume of investment. 

What the authors propose, however, is a large, stable flow of 
international investment the character of which is to be determined 
by negotiation between governments and an international public 
body. The criteria for lending by new department would be 
changed from those now governing the operations of the Inter- 
national Bank. Instead of entertaining particular projects, the 
Bank would lend to individual governments. Instead of ex- 
amining the expected profitability of a project, the Bank would 
examine the whole national development programme to which it 
was making contribution, and judge whether it was “ well- 
conceived ” (para. 116). In particular, the Bank would establish 
the effect of loans on : 


“national income, taxable capacity, and export capacity. 
While the effects of a development programme cannot be 
calculated with precision, the Bank should not, in general, 
lend unless it is convinced that, in consequence of the loan, 
the borrowing country’s current balance of payments will 
improve sufficiently to permit interest and amortization to 
be made ” (para. 197b). 


In the past the profitability of international lending to under- 
developed countries has largely depended upon the development 
of exportable surpluses of foodstuffs and raw materials and upon 
the state of the market for such products, when the process of 
their development had come to fruition. To the extent that this 
pattern of specialised exports from under-developed countries 
continues, the Bank would have to operate with some clear 
hypothesis concerning the relevant future commodity markets 
and the likely terms of trade for the borrowing country. To the 
extent that under-developed countries move towards greater 
diversity in exports, an even wider range of long-run considerations 
would have to come into play, in applying the recommended 
criteria for lending. 

Clearly, the proposed new department of the Bank would be 
forced to develop some concept of the future course and pattern of 
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world economic development and foreign trade; and it would be 
derelict in its proposed great responsibilities if it did not apply its 
resources in such a way as to move roughly towards some 
(changing) long-run optimum balance in the world economy. 
The present distortion of trade simply reflects, in large part, lack 
of balance in the character and location of production. It is the 
character and location of investment, as well as its volume, which 
are the instruments for structural adjustment. 

This unexplored range of problems is also implicit in the 
definition of data which the countries of the world would ex- 
change at the first meeting of the trade-adjustment conference. 


“Deficit countries should declare the amount by which 
they intend to raise the proceeds of their exports, or to reduce 
their disbursements on account of imports. Surplus countries 
should declare the amount by which they wish to raise their 
disbursements for imports, the extent to which they con- 
template reducing their exports, and the amount of long- 
term lending which they wish to undertake on a continuing 
basis.1 These ‘targets’ would not be in the nature of 
binding obligations on the countries concerned, but should 
provide a quantitative expression of the rate and direction 
of economic adjustment to be fostered by government 
policies ’’ (para. 105). 


As many Civil Servants throughout Western (and Eastern) 
Europe are aware, the formulation of such foreign-trade targets or 
plans involves the making of assumptions about the rate and 
character of economic development in many areas; probable 
international flows of private and public capital; the state of 
future markets for particular commodities; the terms of trade; 
and a range of other factors beyond the control or even the know- 
ledge of any single government. 

It is certainly a consciousness of the difficulties inherent in 
such national projections, and perhaps a suspicion that they have 
not, in some cases, even been soberly attempted, which lead the 
authors to envisage the trade-adjustment conference as a con- 
tinuing exchange and negotiation designed to supply a rough, 
interim but common basis for future production and trade plans. 


1 The authors appear to assume that countries deficit on current account in 
their balance of payments would not wish to envisage flows of long term capital 
abroad. This is an unlikely assumption and runs counter to the post-war 
experience notably of Great Britain and France, both of which have been 
substantial capital exporters as well as in severe dollar deficit over recent years. 
It seems quite possible that, over the long-period, its greater import requirements 
may make Western Europe a larger source of supply for international capital 
than the United States. 
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“In our view, such an analysis would reveal the specific 
trading relationships in which major adjustments are required. 
It would also reveal the nature of the adjustments in inter- 
national trade required to secure financial equilibrium at the 
level of international investment which lending countries are 
prepared to provide . . .” (para. 105). 









































In preparation for such a conference, and in its evolution, 
governments would have to examine, inter alia, the probable (and 
potential) scale and sources of supply (and their relative product- 
ivity) for the major basic foodstuffs and raw materials, in relation 
to prospective demand. They would have to seek to establish the 
probable rate at which manufactured exports are likely to come on 
to world markets (including those of Germany and Japan) and the 
rates of investment and secular expansion of income in various 
markets that would absorb them. The under-developed countries 
would have to consider what rate and pattern of investment and 
industrialisation would prove compatible with long-run (as well as 
short-run) stability in their foreign balances, and with the maxi- 
mum increase in their national incomes. The United States would 
have to consider to what extent it wished to continue to export on 
the present scale, how it proposed such exports to be financed and 
what long-run internal adjustments it would be prepared to make 
to absorb interest payments and even loan repayments, should the 
proposed level of capital exports not be securely expanded at a 
sufficient rate. And the governments, in the end, would have to 
formulate some common working hypothesis on the future course 
of relative prices as among industrial products, foodstuffs and raw 
materials, and even as among certain of the basic particular com- 
modities entering into world trade, on which, in fact, national 
terms of trade largely depend. 

From a consideration of these matters, and the rough picture 
of the possibilities of the world economy that would emerge, each 
government might know more clearly the directions in which its 
domestic economic structure and its foreign trade and credit 
arrangements should move over the next few years. 

Simply to state some of the issues involved is to define an 
area where knowledge is disorganised, the more familiar pre- 
scriptions ad hoc, and the difficulties of analysis considerable. On 
the other hand, it is precisely in this region that a solution to the 
structural problems of trade must lie. In some considerable part 
it is because analysis and policy have been directed with reference 
to short-run concepts and short-run considerations that economic 
events have not moved more rapidly towards a solution to the 
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distortion in world trading relations. Long-run (that is, invest- 
ment) decisions have been widely taken in recent years in response 
to the general deficit balance-of-payments position. In some 
cases, where they have led to increased production, at high pro- 
ductivity, of non-dollar foodstuffs and raw materials, they are 
likely to prove sound. In some cases, where they have led (or 
seemed to lead) to increased self-sufficiency, but at low pro- 
ductivity, they may well prove costly; as in the case of con- 
siderable recent investment in steel production. In some cases, 
investment decisions have been made without a clear conception 
as to whether they would contribute, or not, to a correction of the 
trade distortion; as, for example, in the release of considerable 
portions of the sterling balances and in part of French investment 
in overseas territories. There also appear to be countries, for 
example Western Germany and Italy, where it is difficult to believe 
that the authorities have governed their long-run decisions with 
any consistent conception of the requirements of structural adjust- 
ment. And it is by no means clear that the pattern of invest- 
ment decisions in under-developed countries is moving towards 
either continuing balance-of-payments equilibrium or towards 
the optimum exploitation of national resources. This is a field 
where, in the long run, most of us are alive; and we bear the con- 
sequences of bad or misdirected investment decisions. 

It is likely to be agreed that it would be helpful for the countries 
of the world to confront this range of issues; for there is little 
cause for complacence in the present state of affairs. And the 
alternative to dealing with the issues consciously and generally is 
not a self-operating atomistic world economy, but one in which 
policies and actions, or failures to act, will, in any case, largely 
shape the outcome. It is appropriate to ask, however, whether 
the sort of trade-adjustment conference envisaged could lead to 
practical results. 

The experience of the countries of Western Europe, within 
0.E.E.C., in the mutual analysis and adjustment of national trade 
and investment plans would not appear to give grounds for 
much optimism. Here were a limited group of countries, served 
by a pool of competent Civil Servants and economists, with a 
strong political incentive to achieve positive results. Yet, in this 
branch of their common endeavour, they largely failed. Now 
it is proposed to bring together all the nations of the world, 
many served by staff work of limited quality. Could an orderly 
examination of plans, and agreement of a common trading and 
capital movements framework result, which might serve as a 
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serious basis for fresh trade negotiations and domestic planning 
adjustments ? 

As against this legitimate query it should be noted that a world 
conference would have two assets not enjoyed in Paris : the United 
States would be a responsible participant; and many other 
countries would be present whose production and trade arrange- 
ments are directly relevant to the structural trade problem. The 
solution to Western Europe’s position lies only in limited part in 
production and trade adjustments that can be made within that 
region. It is more heavily dependent on policies pursued and 
arrangements made with the United States and the whole non- 
dollar world. In conception, then, a world trade-adjustment con- 
ference would have important advantages. 

Whether, technically, such a conference could succeed would 
depend in part on the care with which preparations were made, and 
the extent to which the process of examination and negotiation 
was broken down into orderly stages, each designed to establish, 
in a preliminary way, the answer to a narrowly defined set of 
questions. One might, for example, envisage a general con- 
ference taking place only after a series of regional conferences and a 
series of conferences on particular basic commodities had sorted 
out the main issues and the orders of magnitude involved. Mean- 
while the United Nations secretariat (including the specialised 
agencies) might essay a new type of rough model-making, from 
the data available on the course of population and working force 
movements, the balance of present and planned production, pro- 
ductivity trends and the consequences for world trade of alterna- 
tive rates and patterns of domestic and foreign investment. 


The authors’ proposals for the new operations of the Inter- 
national Bank exhibit a similar analytic limitation (paras. 193-8). 
The scheme involves a commitment by lending governments to 
fix annual targets for long-term international investment over 
five-year periods. These targets would take into account 
amortisation and repayment of past debts. Governments would 
estimate the portion of their lending rate likely to take the form of 
private investments, and would, it is envisaged, make up the 
balance by public loans (mainly) to the International Bank, which, 
in turn, would lend to governments on the general criteria in- 
dicated above. 

These arrangements are designed to maximise the volume of 
lending, according to criteria of national as opposed to private 
interest. They would eliminate fluctuations in the flow of long- 
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term international capital. They would cushion the borrowing 
and lending countries from some of the political hazards of such 
operations by vesting responsibility in an international agency. 
And they would supply a cornerstone above which realistic trade 
and production targets and plans might be erected over reasonable 
future time periods. 

The authors do not consider the criteria on which govern- 
ments might set their capital export targets. Leaving aside 
political motives, there are at least five perspectives in which 
foreign lending might be judged to the national advantage : 


(1) as a means of sustaining national income without 
making (or, at least while postponing) structural adjustments 
in respect to the constitution of domestic production, or the 
distribution of income flows between investment and con- 
sumption ; 

(2) as a means of developing enlarged or cheapened 
production of particular commodities ; 

(3) as a means of developing increased supplies in those 
areas to which it is expected to be easiest to make payments ; 

(4) as a means of accelerating the rise of income in foreign 
areas, in order to increase their ability to absorb imports ; 

(5) as a means in general, of enjoying the indirect con- 
sequences of a world economy in which investment was 
directed towards the most profitable projects. 


It is evident that the scale and type of foreign lending likely 
to be of interest to potential lending governments will be affected 
by these, among other considerations. 

Nor do the authors consider systematically the manner in 
which their proposals would eliminate all the conditions which have 
made it impossible for the Bank thus far to play an important part 
in post-war reconstruction. The acceptance of their proposal for 
direct government lending to the Bank would, of course, remove 
the difficulties raised by the diffidence of Wall Street and the great 
institutional sources of American capital with respect to foreign 
operations. The hesitation of some governments to borrow in 
dollars, and thus to accept commitment for dollar interest charges 
and repayment, would be solved by a successful resolution of the 
structural trade problem and the ultimate general currency con- 
vertibility envisaged elsewhere in the report. The political 
limitations on the Bank’s operations fall, properly, outside the 
scope of the report. 

There has been, however, another important limitation on the 
Bank’s ability to lend. It has, simply, not been presented with a 
sufficient number of well-designed, business-like proposals. Its 
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agents present a droll picture, combing the world for serious 
projects at a time when many countries are eager for and 
demonstrably require capital imports, even in dollars. 

There is, on broad economic grounds, a good deal to be said 
against international lending in terms of specific projects; and it 
is on such grounds that the authors propose lending for general 
development purposes (para. 113). But the present dilemma of 
the Bank stems in part from real weaknesses in conception and 
staff work in under-developed countries. These weaknesses in 
the organisation of investment are not eliminated by altering the 
criteria for lending from the well-conceived project to the “ well- 
conceived development programme.” Ultimately, domestic eco- 
nomic development must be conceived as a series of particular 
projects, which in detail as well as in broad pattern, yield a more 
or less rational and self-sustaining structure. The responsi- 
bilities here of the under-developed countries, and of the inter- 
national authorities which might assist them (as suggested in 
para. 198) are great. And they require advance, in analysis and 
policy, into the same area as that required for the formulation and 
negotiation of a stable framework for world trade. 


There is a further technical observation to make on the trade 
and investment proposals. Some of the language of the report 
would suggest that what we now face is a kind of once-for-all 
structural adjustment which would yield either an adequate long- 
run flow of dollars, or production and trade arrangements within 
the non-dollar world which would adequately diminish world 
requirements for dollar exports (e.g., para. 105). This view of the 
matter is wholly understandable and realistic. But it is quite 
possibly inappropriate; for something more fundamental than a 
trade distortion may have occurred in the world economy over the 
past twenty years. 

Historically, adjustments in world trade have gone on steadily 
in the past, in response to the changing structure and require- 
ments of national economies (including the effects of wars) which, 
by causing changes in relative prices, presented inducements to 
develop new resources. These possibilities were exploited by 
national and international flows of capital, altering irregularly in 
their direction and character. The processes of development re- 
quired to maintain a balanced flow of world production (for 
example, in the American West, or later in Australia, the Argen- 
tine and Canada) themselves caused further disequilibria in world 
price and income-distribution relations, in the course of their 
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operation. The history of world trade over the past century and a 
half is a story of unceasing structural adjustment, executed largely 
in response to changing price relations, with lags and distortions 
sufficient to cause substantial trend movements in the terms of 
trade for particular countries and in relative income flows to 
different sectors of the world economy. The motive force in such 
movements (aside from the consequences of wars) has generally 
been the rate and character of the structural growth of national 
economies, including population movements, in rela‘: to 
existing capacity to produce foodstuffs and raw materials. 4 

The present trade disequilibrium is an acute version of a type of ' 
problem which is the substance of much of modern economic 
history. Its solution should not be envisaged in terms of a once- 
for-all shift, but in terms of a continuing adjustment of world 
trade consonant with the altering possibilities and requirements of 
developing national economies. 

What is unique about the present situation is that the adjust- 
ment is not now taking place by means of capital flows responding 
sensitively to the current and expected relative movements of 
world prices and the scarcities they would reflect. The world 
price mechanisms and patterns of domestic investment are heavily 
controlled; and a world capital market no longer exists. 

The domestic terms of trade in the United States, between 
agricultural and other prices, is largely determined by law; and 
these powerful arrangements colour world price relationships. In 
the Argentine, domestic investment has been steadily shielded in 
recent years from the temptations of relatively high world agri- 
cultural prices. The investment programmes of the states of 
Eastern Europe are almost wholly divorced from the considera- 
tions which would govern them under the operations of a free world 
economy; while, in some parts of the world, investment and im- 
port programmes are being pursued on the implicit assumption 
that dwindling hoards of foreign exchange will be somehow re- 
placed by a stable flow. 

On the other hand, temporary American aid is being granted 
to cushion Western Europe against the consequences of these 
“interferences,” and against a possibly lower standard of living 
that might emerge if aid were not granted and the economy of the 
United States were to adjust to the consequent volume and price 
level of exports. | 

The degree and character of planning throughout the world 
varies, of course, widely. At the present time, however, the 
governments of countries with even relatively unplanned eco- 
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nomies have one sort of grip or another on the variables which 
would determine the character and rate of structural adjustment 
in a free world economy. It may be that a large part of the world 
will be able, over the years, to re-create an environment where 
currencies are freely convertible, effective international prices 
operate, capital flows freely on expectations of private profit, 
direct import controls have disappeared and structural adjust- 
ments can take place outside the consciousness of governments or 
even of economists. But the central fact about the world trade 
problem is that, consciously or not, it is being managed; and the 
political roots underlying some of these techniques of management 
(e.g., U.S. farm policy and the guided development programmes of 
under-developed countries) go deep, having grown up quite in- 
dependently of the post-war dollar shortage. We cannot assume 
that the elimination of the present disequilibrium in itself will 
restore a world economy where structural adjustment will proceed 
automatically ; and, in fact, a good deal of contemporary manage- 
ment is a political response to the evils resulting from the irregu- 
larity and lags involved in unplanned structural adjustment. We 
now face the political consequences of having let the farmers and 
producers of raw materials suffer fully in the past the results for 
income and income distribution of inelastic short-run supply and 
demand curves, at a time when structural expansion in their 
sectors of the economy had gone too far, or when industrial de- 
pressions were permitted to proceed unchecked. The dilemma as 
between “ stabilized incomes to primary producers ”’ and flexible 
structural adjustment is quite as important in its implications for 
the future as that between full employment and inflation; and so 
is the dilemma presented by confronting the powerful and under- 
standable desire of under-developed countries to industrialise, with 
the requirements for balance in world production. 

Thus, the proposed trade-adjustment conference would not 
simply face a once-for-all problem of trade disequilibrium: it 
would face the more profound fact that longer-run political 
forces have decreed a considerable measure of control over the 
mechanisms of trade adjustment. Such control, strengthened by 
the impact of the dollar problem, has placed a premium on 
autarkic solutions. The underlying purpose of a trade-adjust- 
ment conference would be no less than to establish to what extent 
and by what means we could move towards a world economy 
which again placed an appropriate premium on the laws of com- 
parative advantage. 

If this view is correct its corollaiy is that some practical, 
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flexible, minimum instrument for inter-governmental examination 
and management of the framework of world trade ought to 
emerge. As noted earlier, the acceptance of government and 
inter-governmental responsibility for the rate and character of 
international investment, a fundamental variable in trade adjust- 
ment, certainly carries this implication. 

More than two decades of reflection on the problem of main- 
taining domestic full employment by means of conscious national 
policy has led those concerned to seek to minimise the number and 
directness of controls necessary to achieve that goal. This is 
reflected in the report’s emphasis on the exploitation of fiscal 
controls over the size and distribution of income as opposed to 
direct control of private investment or even counter-cyclical in- 
vestment by governments. In confronting in their totality the 
structural problems of trade and international investment it is 
perhaps inevitable that the report’s analysis and prescription 
should be somewhat vague on exactly what would be centrally 
planned and directed, or even subject to negotiation, at a trade- 
adjustment conference. Should the governments choose to move 
along the recommended paths, it would be an urgent task for 
economists and administrators to sort the relevant decisions and 
institutions into a kind of federal hierarchy, in which, within an 
agreed general framework, covering a minimum number of 
strategic decisions, a maximum area of responsibility was left to 
governments, in their normal domestic and bilateral relations, and 
to existing regional economic groupings and specialised inter- 
national agencies. 





While the report deserves consideration in its own technical 
and generalised terms, its immediate political meaning and intent 
is evident. It is, in large part, addressed to the American 
government and the American people. It urges that the United 
States convert its somewhat ad hoc domestic and foreign economic 
policies on to a long-term basis; and that this basis should provide 
for a stable if dynamic, relationship between the dollar and non- 
dollar worlds, at a high level of economic interchange. Whether 
rightly or wrongly, how rapidly would the influence of technical 
reservations about one or another aspect of the authors’ schemes 
(undoubtedly now incorporated in many Civil Service memoranda) 
be dissipated from most of the world’s capitals, should the United 
States government announce itself prepared to entertain them as a 
basis for exploratory negotiation ! 

The non-dollar world, or at least the non-Communist portion of 
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it, is indeed deeply concerned with the potential instability of the 
American economy. Moreover, many fundamental decisions on 
trade and investment must be made, and are being made, on one 
or another assumption about the future availability of dollars, 
requiring in turn, judgment about both the future course of 
American policy and the structural evolution of the American 
economy. And in some cases the ambiguity of the future Ameri- 
can position serves as an excuse for not facing fundamental trade 
and investment issues. 

Should the United States not consciously deal with the issues 
raised in the report, decision on them will, nevertheless, be taken. 
Decision will assume the form of a series of piecemeal actions 
which, in fact, will determine the level and the character of 
America’s future economic relations with the non-dollar world : 
Congressional grants of greater or lesser amount; ad hoc loans and 
such private lending as the United States government can in- 
directly stimulate; an arrangement over sterling balances; 
adjustments in farm prices and/or acreages, when farm surpluses 
get too big; changes in tariffs and in the rules and outlook of 
customs officials; the net result of the enterprise and persistence 
of European exporters and the powers of adjustment and resist- 
ance of American manufacturers in many domestic markets. Out 
of these actions, reflecting the interplay within the United States 
of powerful and conflicting interests, surely, some balance, high, 
low or medium, will emerge. What the report urges on the United 
States, essentially for implicit political reasons, is that a set of 
targets be defined for the future course of American lending, 
imports and production for export; and that these targets be 
defined soon, and in full awareness of their relations to one 
another. 

It was noted earlier that the full-employment proposals and 
the foreign-exchange-stabilisation scheme would confront certain 
difficulties in American political practice; and there would be 
similar difficulties with respect to long-term foreign-investment 
commitments by the government. But the most serious diffi- 
culties are likely to arise from the need to gain acceptance for new 
underlying conceptions, rather than from the existence of con- 
stitutional restraints. 

Certainly, least difficulty attaches to the full-employment 
proposals. There is, of course, a considerable distance between 
the thrashing out by the Congress of an annual budget, even when 
it takes account, in its balance, of the current and prospective 
state of the economy, and the prompt bringing into play of sig- 
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nificant tax adjustments and counter-cyclical outlays. But the 
fundamental notions underlying a full-employment policy are now 
widely grasped; and techniques for minimum necessary delega- 
tion of discretionary power to the executive can be envisaged. 
Although the United States has not yet been put to the test of a 
severe post-war depression, the recommendations of the report, 
in their rough substance, do not appear outside the scope of 
practical American politics. 

It is with respect to the recommended external commitments, 
and especially the proposals for long-term capital export, that the 
greatest difficulties would arise. In part, this is the fault of 
economists. There is no accepted body of long-term equilibrium 
analysis, from which persuasive and coherent popular discussion 
can arise. Keynes, Beveridge and Robertson debated briefly 
after the First World War; Colin Clark has added much, but his 
data are rough, and the variables in his system of thought have not 
been organised or presented systematically; Harrod, Hicks and 
others are at work, but they have not yet provided a framework 
that would order the considerable mass of existing relevant data 
and guide fresh investigations surely. In the United States there 
is a considerable accumulation of data, analysis and speculation 
covering portions of the relevant variables, including the work of 
Kuznets and others in the orbit of the National Bureau of Eco- 
nomic Research, Douglas, Leontief, Silberling, Moulton, Viner and 
Hansen. The various departments of the government have con- 
tributed much, and could contribute more, in this area of analysis, 
which, of its nature, must remain close to complex masses of 
historical and contemporary fact. But at the moment there is no 
generally accepted concept of long-run dynamic equilibrium and 
its determinants, and no General Theory which would bring them 
simultaneously together in an orderly way. The existence of a 
firm basis in theory is important for the development of policy, 
especially long-run policy. Many of the most serious present and 
potential difficulties, as between the United States and Western 
Europe, arise, for example, from the lack of a clear and agreed 
conceptual basis for the Marshall Plan, and from the ad hoc and 
often misleading arguments adduced to rally public support. 

Acceptance of the report’s proposals by the United States 
would also require a heightened and clarified conception of 
America’s commitments, responsibilities and interests in the 
world economy. Whether, when and how such an essentially 
political change might be brought about can not be easily judged 
from outside the responsible government. On the one hand, 
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those responsible in Washington will feel a strong temptation to 
wait and see what results emerge from the present range of piece- 
meal initiatives. On the other hand, they will be aware of their 
probable inadequacy and of the fact that structural adjustments 
take time and can easily be instituted too late to avoid unpleasant 
crises. They will also know that the process of America’s revo- 
lutionary post-war adjustment to world-wide responsibilities is 
not complete and that there still appears to be play for imagina- 
tive leadership. J. M. Clark’s conclusions on the risks of fiscal 
policy in relation to full employment have an even wider applica- 
tion : 

“We are probably taking some chances if we try to do 
too much with fiscal policy. But we are also taking chances 
if we do too little to stabilize income and employment at a high 
level. In terms of fluctuations, the United States might be 
inclined to accept a moderate amount of irregularity, and rely 
on its social security system to provide for the resulting 
unemployment. But the impact of our fluctuations on other 
countries will not allow us, as good citizens of an inter- 
dependent world, to decide the question in the same terms 
that might govern us if we were isolated. I recognize that 
the world situation, analysed in this report, imposes an 
obligation on countries that rank as industrial leaders, and 
makes it to their interest to demand a higher performance 
from themselves than they might be inclined to do on domestic 
considerations alone. To put it in what may be a more 
pertinent light, this world situation warns us to take very 
seriously—more so than we otherwise might—the risks of 
doing too little, as against the risks of using imperfectly 
tested fiscal devices. 

“In view of the world situation, I am prepared to take 
considerable risks of the latter sort, and it is in that light 
that I am signing this report.” 


Should the United States weigh up systematically its capa- 
bilities to export capital over a long period and to absorb imports, 
it is not unlikely that the resultant predicted level of its foreign 
balance would emerge as lower than many would hope; and that 
a larger part of the structural trade and investment adjustment 
must take place as between Western Europe and other non- 
dollar areas than is often envisaged. The analogy between the 
present position of the United States and Great Britain in the 
nineteenth century is, in many ways, misleading. The strictly 
economic incentives of the United States to export capital and to 
absorb imports are demonstrably weaker. This possibility 
strengthens the case for a conscious inter-governmental examina- 
tion of the issues at an early date. 
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The resolution of the Economic and Social Council which 
evoked this report was unanimous; that is, it was supported by 
the Soviet Union. On the other hand, no economist from a 
Communist country participated in its drafting; and this is re- 
flected in the text. The report assumes that the problem of full 
employment is absorbed, in industrialised Communist countries, 
in the machinery of total planning; and its prescriptions, in 
general, are focused on the problems of the partially unplanned 
economies of the non-Communist world. 

Leaving aside the question of domestic full employment, there 
are, however, no obvious technical reasons which would prevent 
the participation of fully planned economies in the proposed inter- 
national schemes. Technically, it is altogether likely that the 
non-Communist world could be brought into and kept in a 
tolerable balance of production and trade with sufficiently 
rational and purposeful programmes of national and international 
investment. Technically, however, the immediate as well as 
longer-run problems of adjustment would probably be easier of 
solution with the active participation of the econcmies now con- 
trolled by Communist governments. 

Moreover, planning, on whatever geographical scale it is 
practiced, tends to be autarkic. It is easier and neater to 
exclude the existence of the absent members than to try to guess 
their possible contribution and requirements, even at the cost of 
lower rates of economic progress. A world trading framework is 
likely to be more productive than one which encompassed only 
the non-Communist world. 

Whether or not the world as a whole is now prepared to move 
forward along the suggested lines will depend, of course, on a 
complex interplay of motives, technical and economic in only 
small measure. In 1947, in response to Mr. Marshall’s initiative, 
such common action failed of negotiation. The present initiative, 
generated wholly within the United Nations, addressed to 
problems longer run in character, and wider in scope, offers to all 
hands a chance to try again. 


In their analysis and especially in their proposals, the authors 
have held up before the governments a vivid image of what the 
next stages of action might be in decisive areas of national and 
international economic policy. On the whole, their proposals 
appear sound, in the sense that they are addressed to the appro- 
priate issues; and, subject to modification in detail, they appear 
technically practicable. They would require, however, a vast 
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series of technical and political operations, by individual govern- 
ments and among governments; and they conceal important, 
largely unexplored, economic problems. Whether or not the 
Economic and Social Council chooses to act on them this year, 
these proposals have entered the public domain, and are likely to 
stay, and to exert influence on economic thought and policy over 
a long period. The August 11 resolution of the Economic and 
Social Council has been handsomely implemented. 
W. W. Rostow 


King’s College, 
Cambridge. 





REVIEWS 


Foundations of Economic Analysis By Paut ANTHONY SAMUEL- 
son. (Cambridge, Mass.: Harvard University Press (Lon- 
don : Geoffrey Cumberlege) 1947. Harvard Economic Studies, 
Volume 80. Pp. xii + 447. $7.50). 


THE material presented in this important book is described. 
as having been conceived mainly in 1937; it formed the subject 
of a prize-winning essay in 1941-42; and it finally emerged from 
the publishers in 1947. The further delay of over three years 
before this review appears is partly due to the dilatoriness of the 
reviewer, though he would plead that his offence is mitigated by 
the fact that the book is too important to be read carelessly, and 
too difficult to be read quickly. 

An adventure into Professor Samuelson’s substantial volume 
is rather like a visit to the study of an eminent economist; the 
walls, lined with books, and the floor, covered with papers, give 
convincing evidence of his erudition, and yet one cannot escape 
the impregsion of a certain professorial disorderliness. Professor 
Samuelson seems to have swept up from the floor a sheaf of 
papers, including offprints of several published articles and quite 
a lot of rough notes, and, after putting them in a semblance of 
order, to have dispatched them straight to the printer. The 
result altogether lacks that lucidity, that sense of a unifying 
principle, which one looks for in a work on Foundations. The 
principles are there—indeed it is the main purpose of the book to 
bring them out—but the general impression is of a series of dis- 
connected examples of the Samuelson genius. The mathematics, 
which is present in volume sufficient to ensure minimum reader- 
ship by non-mathematicians, is often obscure; and the obscurity 
frequently arises, not from the inherent difficulties of the subject, 
but from the use of a notation which is unexplained, or difficult 
to remember over several pages of argument, or excessively 
general. Nor can a Cisatlantic reviewer refrain from carping at 
what seems to be a particularly American habit—careless proof 
correction. It is bad enough trying to understand Professor 
Samuelson’s mathematics when it is right; it is heartbreaking 
when it is wrong. 

This is all a great pity; it is very much to be hoped that Pro- 
fessor Samuelson will find time to lay a new, shorter, more lucid 


Foundations before us. But having fully indulged the irritation 
No. 238—voL. Lx. AA 
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which even hardy econometricians must feel as they struggle 
through to the end, it is time to turn to the much more important 
task of assessing the contribution which this book makes to 
economic theory. 

It is convenient to start atthe end. In Chapter XI Professor 
Samuelson discusses the difference between statics and dynamics, 
and distinguishes four possible types of economic model. The 
static and stationary type is one which fixes the values of variables 
“for all time,” or which imposes on them a regular periodic 
motion. A static and historical system resembles a penny-in-the- 
slot weighing machine; the successive readings of its pointer 
form a more or less irregular time series, but this time series is 
generated by a series of instantaneous static ‘‘ decisions,” one 
for each body placed on the weighing platform, and there is no 
Ink between the successive weights recorded. A dynamic and 
non-historical model is like a toy train running on a fixed circular 
track; each time the train is started it will, in principle, act in the 
same manner, running for the same distance and at the same 
speeds. We do not know what the train will be doing on Monday 
week, for the only time which enters into the equations of the 
system is the time from the arbitrary moment of starting. Finally 
a dynamic and historical system is one whose equations essentially 
contain the calendar date. Into such a system one feeds, from 
outside the fence enclosing the variables deemed to be economic, 
specified impulses whose existence is a matter of history. A simple 
example is the impulse given by the weather to the supply of crops. 

The set of all variables in the universe is presumably dynamic 
and non-historical. Practically any subset of variables is linked 
with variables outside itself; and, in particular, the economic 
system (however one may place the hurdles which surround the 
economic sheep) is invariably dynamic and historical. But the 
simplified models, with which we necessarily work, need not 
reproduce this characteristic. Sometimes we ignore all outside 
influences, concentrating solely on the interactions of a chosen 
set of variables starting from given initial conditions. Such a 
system will normally be dynamic and non-historical, but in some 
cases the dynamic features will be so heavily damped, and the 
system will so rapidly approach a stationary condition, that it 
may be a valid simplification to analyse it from the first as though 
it were static. Professor Samuelson distinguishes stochastic 
historical and non-historical systems as two further types, but I 
am not clear that the distinction is needed. 

When is a dynamic system in equilibrium? The simple 
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mind (often a reliable guide) can be heard whispering “‘ When it 
stops.”’ Professor Samuelson is anything but simple-minded, and 
Chapters IX to XI are too disconnected to make his argument 
quite clear. But he appears to conclude that there is often no 
way of giving a satisfactory definition to the “ moving equili- 
brium ” of a dynamic system, and that the important thing is to 
investigate the stability of its motion. The stability to be in- 
vestigated is a function of the length of the period on which we fix 
our eyes. If we are discussing whether a model of the Trade 
Cycle will yield a stable and realistic movement of the variables, 
we leave out of account the minor ripples of much shorter period, 
and also the gradual changes whose effect is observable only over 
a much longer period. 

This discussion of verbal points, whose essence is, of course, 
contained in Marshall’s Principles, Book V, Chapter 5, enables us 
to state the two main unifying principles of Professor Samuelson’s 
book : 


(i) The solution of a static system (that is to say, the 
determination of its position of equilibrium) is dependent on 
the maximisation or minimisation of some magnitude; and 
the secondary inequalities (which determine what kind of a 
stationary point one has reached) are often the keys to fruitful 


economic theorems. 

(ii) There exists a two-way correspondence between the 
stability of dynamic systems and the properties of static 
systems. 

The greater part of the book consists of examples illustrating 
these principles. The first is not at all new, but Professor Samuel- 
son’s dogged and systematic application of it to economic theory 
yields a rich and varied harvest. The second principle has not 
(I think) been stated explicitly before—indeed, Samuelson himself 
fails to state it precisely—but in the simpler cases it certainly 
seems to be useful. It gives a satisfaction akin to that of Pro- 
jective Geometry—one gets two theorems for the price of one. 
The most interesting application of the second, or Correspon- 
dence Principle, is undoubtedly to the Keynesian system. We 
are interested in the signs of nine rates of change, those of the 
rate of interest, income and investment with respect to each of 
the propensity to consume, the marginal efficiency of capital, and 
the amount of money. Information about these signs is given 
by embedding the Keynesian model as a special case within a 
dynamic system. If we fix our attention on a medium period, it 
might be reasonable to suppose that the relations of marginal 
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efficiency and liquidity preference work themselves out as short- 
term ripples, and can be treated as instantaneous. The dynamic 
hypothesis can then be stated as follows: ‘‘ the rate of change of 
income is proportional to the difference between intended savings- 
investment and actual savings-investment’”’ (p. 278). If the 
dynamic system so defined is stable (i.e., if the variables are to be 
prevented from running off to infinity), mathematical relations 
must be satisfied which (together with some “ obvious ”’ a priori 
assumptions, e.g., that consumption increases with income) will 
define four of the nine signs. One more can be defined if we 
assume the rate of interest to be held so that it has no effect on 
the consumption and investment functions; and three more if 
it can be assumed that savings, out of a given income, increase 
with the interest rate, or at least decrease less than investment. 
One sign remains essentially ambiguous, the rate of change of 
investment with an increase of the propensity to consume. The 
stability conditions also prove that, if the rate of interest is fixed, 
the marginal propensity to consume plus the marginal propensity 
to invest must not exceed unity. This has received experimental 
verification, and might be called Dalton’s Law. 

But this is not the only dynamic model within which the 
Keynesian system can be embedded. By working with a simple 
difference equation, Professor Samuelson reproduces as the normal 
case the same signs as those given by the preceding model, but 
shows that there is also a perverse case in which four signs are 
different, and three more become unknown—and still the dynamic 
system is stable. This perhaps suggests an essential weakness 
of the method; unless one can embed one’s special case within a 
completely general dynamic system, and then find the stability 
conditions of that system, one can only produce partial conclusions. 

The first half of the book, which deals with static maxima and 
minima, falls into three main sections : Chapter IV is concerned 
with the theory of cost and production of a firm, Chapters V to 
VII with the theory of consumers’ behaviour, and Chapter VIII 
with Welfare Economics. The theory of cost and production is 
admirably summed up on p. 88, and this chapter will be useful for 
reference. The discussion of consumer theory is complex, and 
seems to me to be of value chiefly for its digressions, each of 
which would supply enough material for several reviews. I refer, 
for instance, to the discussion of the demand for money (p. 117), 
to that of the economic theory of index numbers (p. 146) and to 
the assertion (p. 195) that the idea of consumers’ surplus is super- 
fluous—with which I warmly agree. 
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Professor Samuelson’s discussion of Welfare Economics is 


valuable, both as a historical survey of the development of the 
theory and as an attempt to make quite clear the ideas implicit 
in statements regarding the maximisation of welfare. Starting 
from arbitrary initial conditions it is possible to derive an optimum 
of production and exchange, such that we have exhausted the 
possibility of improvements which benefit every individual. But 
there are still millions of possibilities of further movement open 
to us, and we can get no further with the task of maximising 
welfare without making assumptions regarding inter-personal 
comparisons of utility. This is not new ground, but it is good 
to have the problem set out so clearly. I could wish, however, 
that Professor Samuelson had followed up his hint (p. 253) that 
an essential difference may be introduced into the optimal condi- 
tions when one makes the transition from a static to a dynamic 
model. 

The book is rounded off by two lengthy appendices, one sum- 
marising the mathematical theorems relating to maxima and 
quadratic forms, and the second providing a potted text-book on 
difference equations. The latter is too difficult to be a useful 
source of reference to economists. 


C. F. Carter 
Emmanuel College, 


Cambridge. 


Economic Thought and Policy. By D.H.Macerrcor. (London: 
Oxford University Press, 1949. Pp. 182. 5s.) 


THE six chapters which make up this recent addition to the 
Home University Library are devoted to a subject of great 
fascination and importance. The relationship between academic 
discussion and the debates in Hansard furnishes a problem with 
many curious facets. “‘ We are all your scholars,” Pitt is reported 
to have said to Adam Smith on a famous occasion. No less 
interesting, doubtless, to a future generation will be the connecting 
links between Keynes’s General Theory and a certain White Paper 
on Unemployment. 

Professor Macgregor discourses charmingly and gracefully of 
certain phases of opinion and economic thought in the last 150 
years in a book which probably he alone could have written to-day. 
It is intended as an added commendation to suggest that it will 
probably delight in an especial degree those (if indeed any survive) 
whose roots are embedded in the rich soil of last century. For 
Professor Macgregor writes with rare wisdom and tolerance, with 
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a knowledge of writers whom the younger generation has forgotten, 
or never known, or taken on trust, and with the grounded faith of 
one who is not carried about with every wind of doctrine, realising 
that much that is new is perhaps not so new after all. 

The opening chapter on “ Supply and Scarcity ” circles round 
Malthus, who is here represented as having “ short-circuited the 
vast complications of the economic system, and brought it to its 
final terms.” The answer of economic science was represented by 
the “ increasing returns ” of organisation. No doubt, as Professor 
Macgregor observes, discovery, invention and organization are 
not to be separated. Nevertheless, some may feel that in this 
discussion the potentialities of organisation may be rated some- 
what too highly. ‘‘ For the future, whenever we redate the 
Malthusian ratios, we have to rely on the steady influence of 
something we can always command, the organization of industry.” 
Whether we can always “‘ command ” organisation is perhaps not 
so obvious. Even organisation, the efficient midwife of Increas- 
ing Returns, may itself be subject to Diminishing Returns. 

In the second chapter Professor Macgregor is concerned with 
Monopoly, Imperfect Competition and the “ Representation of 
Supply.” He usefully reminds us that “we have to allow for 
what cannot go on diagrams.” It is, however, in the third and 
fourth chapters that Professor Macgregor comes into his own. It 
is these chapters that make the book, and they should be thrust 
down the throats of every student as a corrective against current 
misconceptions regarding what people did in fact think and say 
during the nineteenth century. The earlier of these central chap- 
ters is, in effect, an essay on the history of the phrase laissez faire, 
and its changing meanings, supplemented by a consideration of 
the question how far the leading economists of the nineteenth 
century were in fact adherents of laissez faire, as that phrase is now 
vulgarly understood or misunderstood. In view of the subsequent 
ubiquitousness of the phrase, it is odd to recall that it was allowed 
to slumber from its first chance use by the Physiocrats until it was 
dug out by J. S. Mill and launched on its meteoric career. And as 
illustrating the utter confusion of meaning into which the phrase 
ultimately fell, nothing could be more illuminating than the some- 
what grotesque exclamation of Marshall (with all respect to a great 
name): “‘ Let the government arouse itself to do that work which 
is vital, and which none but government can do efficiently. . . . So 
I cry, Laissez-faire; let the State be up and doing.” When 
laissez faire becomes a plea for unlimited state activity, we have, 
indeed, completed the circle. No less interesting is Professor 
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Macgregor’s citation of witnesses to testify against the faith 
generally and popularly ascribed to them. Adam Smith’s position 
is probably more generally appreciated than most. As is here 
observed, he never brought together his list of desirable public 
controls; but, as Professor Macgregor says with much moderation, 
“any dogma of non-intervention by government has to make 
heavy weather in The Wealth of Nations.” Senior is one of those 
who are not infrequently regarded as somewhat arid and doctrinaire 
exponents of laissez faire. Yet what he did say was that “ the 
most fatal of all errors would be the general admission that a 
government has no right to interfere for any purpose except the 
purpose of affording protection.” A perusal of this chapter is 
designed to leave on the mind of the reader a very salutary doubt 
as to whether the assumed apostles of laissez faire did in fact ever 
believe in laissez faire ! 

The following chapter on “ Effective Demand and Employ- 
ment ” has been written by Professor Macgregor with obvious 
delight. In it he devotes himself to the wholly congenial task of 
showing that many of the ideas behind the recent so-called 
revolution in economic thought have already a long history, and 
can be found not infrequently in writers who at times are pilloried 
for the obfuscation in which their intelligence was shrouded. It 
is odd to find Southey (not a professed economist) writing : ‘‘ better 
would it be for the State to build pyramids or towers of Babel, 
than that those who have hands and are willing to work should 
hunger for want of employment.”” Even more interesting, because 
it comes from an economist more frequently slighted than read, is 
Say’s observation that “no act of saving subtracts in the least 
from consumption provided the thing saved be reinvested or 
restored to productive employment. On the contrary it gives 
rise to a consumption perpetually renovated and recurring.” 
Indeed further back in the writings of Quesnay is a maxim of 
considerable significance : ‘‘ Owners of property and those who 
follow profitable occupations should not make sterile savings 
which withdraw from circulation and distribution a part of their 
incomes or profits.” One inference from Professor Macgregor’s 
discussion is that we might be well advised to re-read, and with 
care, the works of Say and Steuart. His general conclusion with 
regard to the recent “‘ revolution ”’ is that “‘ the system is new, the 
ideas go far back’ ; and he wisely remarks that “the modern 
analysis gains rather than loses authority by recognising, instead of 
depreciating, the growth of its ideas in the work of earlier writers.”’ 

In the remaining chapters Professor Macgregor deals with 
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** Democratic Socialism ” and the “ Economic Aspects of War ”; 
but enough has been said to indicate the quality of this unusually 
stimulating study. It may not always be welcome to the very 
young, some of whom tend to believe that economic illumination is 
a matter of the last few years; but it will serve a very useful pur- 
pose if it drives us all back to the re-reading (or the first reading) 
of the works of various writers to whom it is so easy to refer with a 


vague wave of the hand. 
ALEXANDER GRAY 
Edinburgh. 


Karl Marz and the Close of his System. By Evasn von Boun- 
BawERK. Béhm-Bawerk’s Criticism of Marx. By Rupvoir 
HILFERDING. On the correction of Marz’s Fundamental 
Theoretical Construction in the Third Volume of Capital. 
By Lapistaus von Borrkiewicz. Edited by Pav 
Swerezy. (New York: Augustus M. Kelley, 1949. Pp. 
xxx + 211. $3-50.) 


Wuart was all the fuss about? In Volume I of Capital Marx 
set out his theory of value. The value of, say, a week’s output of 
a commodity is the labour-time expended in making it, including 


the labour-time expended in the past to make raw materials and 
capital equipment now used up in the process of production. 
The net output (total output minus the value of raw materials and 
wear and tear of plant) is divided between wages and surplus— 
that is, profit interest and rent. The ratio of surplus to wages is 
the rate of exploitation. 

In Volume III of Capital Marx gives his theory of prices. 
The exposition is confused by his habit of using one expression 
for two meanings—variable capital means both the annual wages 
bill of a concern and the capital locked up, at any moment, in 
the wages-cost of work in progress. He does distinguish between 
constant capital in the sense of the annual wear and tear of physical 
capital, and in the sense of the amount of capital represented 
by equipment and the raw material in work in progress, but he 
often loses his grip on the distinction. (It is to be observed that 
the categories, constant and variable capital, cut clean across 
the categories, fixed and working capital.) These, though tire- 
some, are minor difficulties, and the essence of his theory of prices 
is quite simple. Wage rates per man-hour are assumed equal in 
all industries (Marx deals with the complications when they are 
not), and, when prices are normal, the rate of profit on capital 
invested is equal in all industries. Thus the price of a week’s 
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output of a commodity is equal to the costs of replacing the raw 
materials and wear and tear involved in its production, plus the 
week’s wages, plus profits at the general rate on the capital 
involved in plant and in work progress. 

This is broadly the same as Marshall’s theory of long-period 
normal prices (without the complications of increasing and 
diminishing returns) or as Sombart puts it “a ‘ quite ordinary ’ 
theory of cost of production ” (quoted, p. 31). 

It is obvious that the prices of various commodities and their 
values can be in the same ratio to each other only in a very special 
case. When prices are proportionate to values the net product 
of equal qualities of labour-time must be sold for equal amounts 
of money. If wage-rates are everywhere the same, this is 
compatible with the condition that profits per unit of capital must 
be uniform only if capital per unit of labour is the same in all 
industries. (Marx describes the ratio of capital to labour in an 
industry as the “‘ organic composition ”’ of its capital, but, owing 
to the double meanings referred to above it is hard work to make 
sense of his definition of organic composition.) 

Why then does Marx state (in Volume I) that normally prices 
equal values? From the modern point of view, the best line of 
defence is to argue that in Volume I he is assuming, just for 
convenience, that all industries are alike. Relative prices of 
commodities, after all, are of little interest in ‘‘ macro-dynamic ” 
analysis, and it is quite legitimate to use a “ model” in which 
the ratio of capital to labour is uniform, for the purpose of 
disentangling the large questions with which Marx was con- 
cerned—movements in the total supplies of capital and labour, 
the development of productivity in the economy as a whole, and 
the distribution of the product of industry between labour and 
capital. 

Mr. Sweezy hints that this is how he would like us to take it 
(p. xxiii). But it was not the way Marx looked at the matter. 
For him value and prices were important, and were connected 
with each other in a fundamental way. He did not think of 
exchange-value as a relationship between commodities which has 
no significance when the total of output is considered, but as a 
quality inherent in each of them—a quality analogous to weight 
or colour. 


** Let us take two commodities, e.g., corn and iron. The 
proportions in which they are exchangeable, whatever these 
proportions may be, can always be represented by an 
equation ... ¢.g., 1 quarter corn = x cwts iron. What does 
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this equation tell us? It tells us that in two different 
things—in 1 quarter of corn and zx cwts of iron, there exists 
in equal quantities something common to both.... This 
common “something” cannot be either a geometrical, 
chemical, or any other natural property of commodities... . 
If then we leave out of consideration the use-value of 
commodities, they have only one common property left, 
that of being products of labour.” (Quoted p. 10.) 

This, no doubt, is mere assertion, disguised as argument. But 
having committed himself to the assertion Marx had to reconcile 
it with his theory of prices. 

The reconciliation (published long after his death in 
Volume III of Capital, but conceived much earlier, p. 155) is 
purely formalistic and consists in juggling to and fro with averages 
and totals. Marx’s contention is that the quantity of surplus 
in terms of value generated by a unit of labour is the same in each 
industry, whereas actual profit per unit of labour varies with 
capital per unit of labour. The value generated in each industry 
is conceived to be pooled and shared out again, through the 
competitive process, so as to bring this about. Once more pure 
assertion is masquerading as argument, for we have nothing but 
Marx’s bare word for it that the value generated per unit of labour 
is the same in each industry—all we can know in concrete reality 
is the actual profit per unit of labour, which admittedly varies 
from industry to industry. 

The real meaning of all this lies on a quite different plane. 
What Marx was trying to convey was a view of the operation of 
the capitalist system which, right or wrong, is highly significant ; 
but what he actually wrote, taken literally, is a rigmaroie entirely 
devoid of content. 

Béhm-Bawerk seized upon the rigmarole as soon as Volume III 
was published, and made sport of it. His manner is urbane, his 
argument elegant, and the essay is still worth reading for its 
entertainment value. But it is totally superficial. The theory 
of value, in the narrow sense of a theory of relative prices, is not 
the heart of Marx’s system (though both he and Béhm-Bawerk 
believed that it was), and nothing that is important in it would 
be lost if valwe were expunged from it altogether. Béhm-Bawerk 
makes out his case, but nothing follows. 

In his counter-attack (first published in 1904), Hilferding 
argues (in a haze of verbiage that Mr. Sweezy finds more rewarding 
than non-Marxist readers are likely to do) that the theory of 
value is not intended to deal with relative prices, but with the 
law of motion of society (p. 147). All the same, he cannot discard 
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any part of Marx’s system, and he has to find some sense in which 
it is also true that value governs price. To do so he falls back 
on the historical argument. Before capitalism developed, each 
worker owned his own tools and the prices of commodities were 
proportional to the labour-time required to produce them. 
Value then ruled in the market, and, as capitalism developed, 
values were gradually transformed into prices. 

The argument about how prices were determined in the 
pre-capitalist world is conducted in much the same style as the 
“ bourgeois ”’ economists’ argument about how Robinson Crusoe 
equalised his marginal utilities, and is no more convincing. But 
even if it were true, it would not serve to rescue Marx from Béhm- 
Bawerk’s attack, for his so-called equation, ‘‘ 1 quarter of corn = 
a ewts of iron,” was supposed to apply, not in an idyllic past, but 
in the contemporary capitalist market. 

For the rest, though Hilferding scores one or two telling points 
against Béhm-Bawerk’s own theory, he throws no light whatever 
(indeed he throws darkness) on the meaning of the theory that 
value determines price. 

Why is it that Marxists, even to this day, have to carry on all 
this mystification? Why could not Marx’s system have been 
freed, by constructive criticism, from irrelevance and contradic- 
tions and clearly shown to be the original and penetrating 
system of analysis that, with all its blemishes, it certainly was ? 
The reason is, no doubt, that the Labour Theory of Value has long 
ceased to be a theory and become a creed. Perhaps, from one 
point of view, the Marxists are right to defend it. Religions 
which take a firm stand upon dogma have shown, in the course of 
history, great cohesion and toughness, which reason might have 
weakened. “ The spirit killeth, the letter keepeth alive.” But 
the theological style of argument has a corrupting effect upon 
the intellect. 

The last item in this collection is one of the very rare examples 
of a constructive criticism on a point in Marx’s system. Not 
being a pious Marxist, Bortkiewicz was able to notice an error in 
Marx’s text, and at the same time he was sufficiently interested 
and sympathetic to put it right. The point at issue is purely 
formal and of no importance, but it has the same kind of cross- 
word-puzzle fascination as the ‘“adding-up problem” in 
“ bourgeois ’’ economics. 

As we have seen, Marx in Volume III discarded the assumption 
that prices are proportional to values, but in calculating the out- 
put of industries, in some numerical examples, he carelessly 
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reckons raw materials and wear and tear (constant capital) at 
prices corresponding to values. Since the raw materials for one 
lot of industries are the output of another lot, his examples fail 
to hang together. 

Bortkiewicz makes an elaborate job of exposing and correcting 
Marx’s slip. Mr. Sweezy refers approvingly to other contributions 
which have been made to the problem and looks forward to new 
work being done upon it (p. xxx). He evidently fails to realise 
that it is just a toy and that the whole argument is condemned 
to circularity from birth, because the values which have to be 
“‘ transformed into prices ”’ are arrived at in the first instance by 
transforming prices into values. 

Marx conceives of exploitation in terms of the division of 
working time into the part necessary to produce the subsistence 
of the workers, and the rest, which produces surplus. This has 
no meaning as applied to individual industries. Obviously, in a 
specialised industrial economy, it would take any group of workers 
more time than there is to produce for themselves the goods 
which they consume. The division must be conceived as applying 
to the output of the economy as a whole. We must take the sum 
of all profits received, find its ratio to the sum of all wages*paid, 
and divide the total working time in the corresponding proportion. 
Suppose that, of total net output, 40% goes to wages and 60% 
to profits, then the value of the wages paid for 100 man-hours of 
work, is 40 man-hours, and the surplus generated by them is 
60 man-hours. Now, each group of workers is conceived to 
generate surplus at this rate, irrespective of the actual share of 
profits in the industry concerned. In an industry with more than 
average capital per unit of labour, where the ratio of profit to 
wages is, say, 70 to 30, the surplus per 100 man-hours being 
reckoned as only 60, the extra 10 man-hours’ worth of profits 
actually received is attributed to the fact that the price of the 
commodity produced “exceeds its value.” But this value is 
purely notional, and corresponds to no actual feature of the 
industry in question. The values of commodities are imputed 
by crediting each group of workers with the average rate of 
exploitation of labour as a whole, and the “transformation of 
values into prices ’’ consists of breaking the average up again into 
the separate items from which it was derived. It is possible to 
make a logical slip (as Marx in fact did) in either half of the 
process, but if the imputation and the transformation are both 
done according to the rules, the answer is bound to come out 
right. 
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Tks above type of methodological criticism appears to a 
Marxist to be tiresome and beside the point, because the whole 
rigmarole has a symbolic meaning for him. Value precedes price, 
because the fact of exploitation lies behind the phenomena of 
the market. May be so—but this is not the kind of proposition 
that can be established by a tautological argument. Why not 
state the point of substance openly and leave the tautologies to 


look after themselves ? 
JoaAN ROBINSON 


Cambridge. 


Conflicting Patterns of Thought. By K. Pripram. (Washington, 
D.C. : Public Affairs Press, 1949. Pp. 176. $3-25.) 


Wuat Dr. Pribram is concerned to examine in this short book 
is ‘‘ the logical background of contemporary social philosophies,” 
or what we mean when we say that ‘“ other nations think differ- 
ently.” His object is to explain how different patterns of thought, 
philosophical, political and economic, are determined by “ differ- 
ences in the methods used in forming basic concepts,” in particular 
by differences in defining the relation between the part and the 
whole, or the individual and the community (see p. V). 

Dr. Pribram distinguishes four main patterns of thought in 
the modern world. First, comes the scholastic or universalist, 
which was challenged from William of Occam onwards by the 
individualist or nominalist pattern. (Dr. Pribram traced the long 
struggle between these two, ending during the eighteenth century 
in the supremacy of nominalism in North-west Europe, in his 
outstandingly interesting essay published in 1912—Die Entstehung 
der Individualistischen Sozialphilosophie.) In the nineteenth 
century these two patterns were joined, and since then have been 
continually threatened, by two other patterns both German in 
origin, the “‘ organismic ”’ (or “ nationalistic ” or “ intuitional ’’) 
and the “‘ dialectic ’ (or ‘‘ Bolshevistic ”). This latter pattern is 
comparatively clear cut, but the “ organismic ” or “ intuitional ” 
is not, at the edges, so easily separable from other patterns. It is 
pre-eminently the way of thought of German nationalism and of 
extreme nationalism everywhere. Starting from the concept of 
the nation as a unit with interests above those of the sum of its 
individuals members, its ultimate outcome politically and econom- 
ically is totalitarian planning. Philosophically, it emphasises the 
a@ priori intuitive powers of the human mind—if the mind belongs 
to the right race or nation. In the social sciences it insists that 
“the nominalistic method used by the natural sciences. . . should 
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be contrasted with the method of ‘ understanding’ (Verstehen) 
available to the sciences of the human mind and of society,”’ which 
arrive at their laws by ‘“ generalizing inner experience ”’ (p. 87). 

There is no doubt about the close logical, psychological and 
historical connections, which on the one hand, nominalism and 
empiricism in philosophy have with liberalism, democracy and 
individualism in politics and economics; and which, on the other 
hand, extreme nationalism and totalitarianism, have with “a 
priori’ and ‘“‘intuitionist ’’ philosophies. There is no doubt, 
also, about the great interest and importance of tracing out these 
connections in all their details, and that Dr. Pribram’s fourfold 
classification would be a most suitable starting point which does 
correspond with four main patterns of thought distinguishable in 
the modern world. 

Dr. Pribram would, however, agree that the concept of a 
“* pattern of thought,” and even more a classification of ‘‘ patterns 
of thought,” unless defined and applied with the utmost delicacy 
and patience, will be in great danger of smudging and distorting 
almost as much as it elucidates. Obviously many of the most 
important and original thinkers and their works would not 
perfectly fit into any one of these four patterns. Moreover, such 
classifications, unless applied very flexibly, are apt to lead to, or 
suggest, arguments like the following: (a) “liberal capitalism 
arose in close alliance with philosophical nominalism and empiri- 
cism”’; therefore (b) “ subsequent criticism of or opposition to 
liberal capitalism must be inspired by anti-empirical patterns of 
thought.”” Dr. Pribram is well aware of these dangers and 
ambiguities, but in this volume he gives himself almost no chance 
of avoiding them. In addition to setting out very briefly his 
fourfold scheme, he covers in 170 odd pages and fifteen chapters : 
The Role of Reason in Social Organisation (and in Science and 
Arts); The Definition of Social Responsibility; The Concept of 
Liberty; Patterns of Economic Planning (and of International 
Trade); Armed Conflicts; One World or Two; and The Quest 
for Lasting Peace. The analysis is inevitably spread rather thin. 
There is much that is stimulating and a certain amount that is 
merely disconcerting. For example, Dr. Pribram informs his 
Washington “ Leserkreis” that the British Labour Party’s 
*‘ overwhelming victory . . . in the election of 1945 appears to 
have been due largely to the spread of social philosophies which 
have originated on German soil” (p. 107). 

Dr. Pribram emphasises in his Preface that ‘“‘ almost every 
Chapter of this treatise could be elaborated into a detailed book.” 
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It is very much to be hoped that Dr. Pribram will himseif carry out 
this elaboration of the profoundly interesting questions he has 
opened up. Starting from where he left off in his essay of 1912, 
he might go on to trace his four patterns, and their conflicts and 
combinations in philosophy, economics and politics, through the 
nineteenth century and on into the twentieth. But one may 
perhaps venture to anticipate that when these valuable volumes 
materialise, further research will have ensured that “ From 
Immanuel Kant to Emmanuel Shinwell ” will not be among the 


themes which they unfold. 
T. W. Hutcuison 
London School of Economics. 


Introduction to the Study of Economics. By Henry Smitu. 
(London: Sylvan Press, 1949. Pp. vi + 224. 10s. 6d.) 


THE writing of an introduction to economics for the general 
reader is a notoriously difficult task, but to combine it with the 
provision of a background study of the subject for the under- 
graduate, all within little more than 200 pages, must tax the 
ingenuity of even the most practised expositor. The first 
category of readers are probably more interested in the explanation 
of current events in the interpretation of which economic analysis 
often offers remarkably few short cuts, while the second category, 
whatever their immediate interests in the subject may be, must 
come early to grips with the tools of the trade. The general 
impression one receives from Mr. Smith’s little book is that he 
manages to combine the two tasks reasonably well, the central 
difficulty being met to some extent by the relegation of the more 
elegant tools of indifference-curve analysis to an appendix. 

From the logical point of view, Mr. Smith’s approach to the 
subject is exemplary, although this is not to say that such a 
treatment is always pedagogically satisfactory. After a brief 
introduction on the development of economic method, our 
author proceeds to survey the logic of deductive economics, 
seeking rather to show the student how the economist reasons 
rather than to provide him with an interpretation of the economic 
process. Only after this does he turn to the description of the 
economic system itself. Here the general reader, unless he has 
some previous acquaintance of inter-relationships between the 
different sectors of the economy, may find the going a bit 
' difficult; and he may find the transition to a discussion of 
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fluctuations in income, employment and output, unaided by 
an adequate discussion of income concepts, a trifle abrupt. 
The following chapter on the theory of competition is succinct 
and thoroughly readable. Chapter V introduces the reader to 
the problems of international economics, but it is probably over- 
ambitious, and the section on international currency problems at 
the end of it is the merest sketch. The final chapter on economic 
policy finds space for some useful brevities on economic planning, 
and is both critical and informative. 

There is a feature of this book that deserves particular 
mention. Having used the orthodox marginal approach as the 
cornerstone of his logical analysis, Mr. Smith devotes more 
attention in his exposition to Marx than to any other economist. 
Now it is clear that Mr. Smith does so with the intention of 
giving a balanced opinion of the value of Marx’s contribution, 
but he sets about this task in a curious way. Having described 
the approach of the early classical economists, he gives a brief 
account of the Marxian “ bouleversement,” and then quotes 
with approval the words of Mrs. Robinson that “the orthodox 
economists have been much preoccupied with elegant elaborations 
of minor problems.” If he is quoting this passage as a criticism 


of Adam Smith (the only classicist he mentions up to this point), 
then the quotation is singularly inapt; if he uses it in the sense of 
Mrs. Robinson, then, quoting out of context, he does not make it 
clear to the reader to whom he refers. Later in his book at the 
end of his chapter labelled ‘‘ The Modern Economic System in 
Action,” he tacks on to a discussion of the trade cycle which 


ce 3? 


supports the “stagnation thesis ” a critical appraisal of Marx’s 
theory of exploitation, which, he avers, resembles the conclusions 
he has previously drawn. This appraisal is cogently argued, if 
perhaps it is a little difficult for the beginner, but one is given the 
impression at this stage in the book that Marx was the only 
expert at trade-cycle diagnostics, and only some sixty pages 
Jater does the reader discover that the analysis Mr. Smith has 
used owes its origin to the ‘‘ General Theory ”’ ! 

One might be able to recommend this book without qualifica- 
tion were it not for the fact that the student is given the impression 
that economists fall into two categories: (a) Marx, (b) others. 
Indeed, none of the principal writers who built up the analysis 
upon which Mr. Smith mainly relies is mentioned by name at all ! 


AuAN T. PEACOCK 
London School of Economics. 
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Current Financial Problems and the City of London. (Institute 
of Bankers.) (London: Europa Publications, 1949. Pp. 
219. 15s.) 


Tus series of lectures delivered at the Institute of Bankers’ 
International Summer School in September 1948, naturally 
contains some material which is not of particular interest to 
British economists. Thus the lectures on “‘ The Organisation 
and Accounting of a British Bank,” ‘‘ The Work of the Trustee 
Department of a London Bank ” and “ The Work of the Foreign 
Branch of a Commercial Bank ” are highly specialised. More- 
over, those lectures on topics of more general interest vary widely 
in their appeal. The “ Survey of the Financial Institutions of 
the City of London ”’ is an excellent introduction to the subject, 
suitable for a first-year student. Whereas Mr. Harrod’s ‘“ Survey 
of the Financial Position of Great Britain...’ and Mr. Crick’s 
lecture on “ British Monetary Policy ” are much more advanced. 

But this book contains several chapters of great value. 
Mr. Bareau’s analysis of international banking organisations is 
packed with shrewd comments that deserve consideration by a 
wide public. It is interesting to note that since he gave this 
lecture the latest report of The International Bank underlines 
his contention that, if it is to prove successful, international 
investment must involve the export of men as well as of funds. 
As usual Mr. King’s description of the London Discount Market 
is first class, and reinforces the hope that he will soon write an 
authoritative book on this subject to bring his History of the 
London Discount Market up to date. 

A number of other chapters whet the appetite. Professor 
Sayers surely raises a most important point when he describes 
central bank credit policy as operating largely by “‘ touching the 
economy at important sensitive spots” (pp. 99-101). But his 
examples of such sensitive spots are drawn from current practice 
in the U.S.A. Where are the sensitive spots in the British 
economy to-day? Can British monetary policy even fulfil the 
modest role of avoiding the obstruction of fiscal and planning 
policy while the economy is so rigid ? 

There are a few minor points open to criticism. The long and 
interesting bibliography appears to omit F. Lavington The 
English Capital Market and R. D. Richards The Early History of 
Banking in England. Mr. Sachs seems to do less than justice to 
the investment trust movement (p. 90). It seems unfortunate 
that, after deploring the high yields that have to be offered on 
small issues of shares due to their poor marketability, Mr. Cowen 
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should conclude by advising that small investors should avoid 
such issues (pp. 39-42). For it is possible to agree with him that 
large financial institutions have a big part to play in the finance 
of small industrial companies, and yet to hope that some private 
investors will continue to buy and deal in their shares. For if 
they do not the market in them will surely become even narrower 
and less satisfactory than it is at present. 
RonaLp F. HENDERSON 


Corpus Christi College, 
Cambridge. 


The Economics of Illusion. A critical analysis of Contemporary 
Economic Theory and Policy. By L. ALBERT Haun. Intro- 
duction by Hznry Hazuirr. (New York : Squier Publishing 
Co., 1949. Pp. viii + 273. $4.) 


5] 


Tue ‘“ Economics of Illusion” exposed by Professor Albert 
Hahn, banker, writer and professor are the economic theories 
based on the observation, that workers, unable to pierce “ the 
money veil” insist on stable nominal wages, but do not resist a 
reduction of real wages. This “ is the chief assumption of Keynes’ 
employment theory.” Yet the economics of illusion include all 
attempts at preventing and curing a crisis—irrespective of its 
character—mainly by money manipulations: cheap money, 
devaluation, deficit spending, public works and so on. Professor 
Hahn’s aim is to show that the theory of their chief advocate, Lord 
Keynes, “is one-sided .. . and does not cover the general 
cases .. . and to prove that his inflation deflation theory of 
employment suffers in itself from inherent weakness.” He does 
it by reprinting sixteen articles (two of them translations) and 
several appendices dealing with Liquidity Preference, the In- 
vestment Gap, Oversaving, Wage Rigidity, Public Works, Deficit 
Spending and a number of kindred subjects. Some of the papers 
very successfully elucidate difficult problems to a wider public. 
Others, first published in scientific reviews, show great subtlety 
and a wide knowledge of practical banking and finance. Professor 
Hahn’s conclusion expressed in a new summing-up chapter is 
that: ‘‘ Keynes has not added anything to previous endeavours 
to explain the riddle of the cycle.” Nor has Professor Hahn in 
this formidable all-round attack. He claims priority rights to 
Lord Keynes’s basic errors. “‘ All that is wrong and exaggerated 
in Keynes I said much earlier and more clearly.” 

Professor Hahn recognises that the money illusion is fading. 
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though governments still try and remedy physical shortages by 
devaluations and appeal to their subjects to invest their savings in 
depreciating currencies. In the “ Anachronism of the Liquidity 
Preference Concept” Professor Hahn points very clearly to the 
“ paradoxical result ” of cheap money policies: “the business 
cycle will not be more stabilised in the future than it has been in 
the past in spite of all endeavours. There will be no more 
deflations from the credit supply side; however, this advantage 
will be offset by the stabilisation of interest rates, which has 
destroyed a potentially strong anti-cyclical measure.” Current 
policies in Belgium, in Italy and Germany do not quite bear out this 
prophecy. 

The years of scarcity have, undoubtedly, pushed physical 
factors to the forefront. They have shown that it cannot be 
cured by monetary manipulations, though their impact on distri- 
bution—by falsifying the content of contracts—remains very 
strong. The sucking power of money drawing labour and capital 
ingredients into the production process and pulling them out as 
capital goods—has physical limits. A deficit economy can re- 
cover its balance only by reducing consumption or increasing 
production, or by a combination of both; money can help to make 
goods, but is not a substitute for them. 

Keynes assumed a society composed of employers and of 
workers, the latter blinded by the money illusion. It was in- 
adequate as an interpretation of the causes of the 1931 crisis. 
For that crisis was not the normal down-swing in the trade cycle 
caused by insufficient investment, not even the result of secular 
structural changes. It was a compound crisis, in which the forces 
released by war destruction, war finance, territorial partitions and 
reunions, shifts in international debts, immigration restrictions, 
agricultural gluts and others commingled. Structural changes 
which normally would have been spread over a quarter of a 
century were compressed into a few years. From this ‘“ multiple 
upheaval and readjustment crisis,” no “‘ General Theory of Em- 
ployment ”’ could be deduced, for what is singular cannot explain 
the universal, not even other singular but different phenomena. 
Professor Hahn calls Keynes’s theory “ monist and unrealistic ” ; 
over-simplified might be better. But Keynes did not over- 
simplify matters because he did not see them. The doctrine that 
unemployment could not be fought by cuts in money wages was 
built on a very solid fact: the attitude of British Labour. 
Keynes’s standpoint may have been opportunist, it was not un- 
realistic. He forged his doctrinal weapons in order to solve, not 





370 THE ECONOMIC JOURNAL [JUNE 


an abstract theorem but practical problems. When they varied, 
he changed his weapons as his last essay showed. The validity of 
a doctrine was proven by its applicability. 

Professor Hahn is rightly concerned over the rigidity of 
Keynesianism in the hands of his pupils. They see in it the master 
key which opens all doors. They have not yet found out, that 
these doors just now, have no locks, but are kept shut by heavy bolts 
or are even boarded up. Were Keynes confrented with present- 
day problems, he would tackle them with his old intrepid intellect- 
ual integrity. He might rewrite the General Theory of Employ- 
ment and acknowledge his earlier errors, without contesting any- 
body’s priority rights in them. 

M. J. Bonn 
London. 


Hundert Jahre Oesterreichischer Wirtschaftsentwicklung. 1848- 
1948. Herausgegeben von Professor Hans Mayer, auf Veran- 
lassung der Bundeskammer der Gewerblichen Wirtschaft zum 
Hunderijihrigen Bestande der Kammerorganisation. In 
Beitrigen von: E. Garnorer, F. Grissiter, I. Grater, 
A. Gratz, O. Gruss, E. Jonny, R. Kamrrz, P. MUtuer, 
W. Weser, K. H. Werner, F. Wicek. (Vienna: Springer, 
1949. Pp. xiii +714. $12-00.) 

In the last hundred years Austria has traversed nearly all 
political and economic stages through which a European society 
can pass. Up to 1849-51 she was a multi-national Empire, cut 
by internal customs barriers, held together by an absolute monarch. 
After 1851 an attempt was made to centralise her, and the customs 
lines were abolished. She was the leading member of the Ger- 
manic Confederation until 1866, but did not succeed in joining the 
Zollverein. From 1867 to 1918 she was divided into two Sovereign 
States, united by a treaty renewable every ten years, with joint 
armies, a common foreign policy and a common customs tariff. 
After the disintegration of 1918, Austria proper emerged as a small 
federal democratic republic, the leading member of which, Vienna, 
was controlled by Socialists. In 1933 this democracy was con- 
verted into a vocationally structured ‘‘ estate ”’ body politic, and 
five years later turned (1938-45) into a Nazi Province. She is 
now a reconverted, democratic federal republic, but cut up in 
four military occupation zones. The problems of the multi- 
national state, the economics of unification, federation, separation 
and partition can nowhere be studied to greater advantage than 





1950] OESTERREICHISCHER WIRTSCHAFTSENTWICKLUNG 371 


in her case. It would be fascinating to analyse her changing 
structure at the different stages of her development. 

The authors of this volume, with the exception of Professor 
Miiller (who writes the Introduction), have not approached their 
task from a morphological angle. They have divided it according 
to subjects. The brilliant introduction is followed by a lengthy 
history of the Chambers of Commerce, justified by the occasion 
and by the part they have played in Austrian life; for quite a long 
time they served as constituencies of the Austrian parliament. A 
chapter on “ Currency ” provides a mine of information ; there are 
few experiments in currency devaluation and currency stabilisa- 
tion which have not been tried in Austria. Her “‘ Public Finance ”’ 
is equally full of suggestions. If deficit financing is really a 
blessing, Austria, whose budget rarely ever balanced—notwith- 
standing the ingenuity of her financial experts—would have been 
a paradise. Her. “ Domestic Trade Policy,” her “ Industrial 
Policy ” and her “ Transportation Policy ” are less interesting to 
the outsider. But her “ Foreign Trade Policy,” which alternated 
between federation and partition and attempted repeatedly, with- 
out success it is true, interpenetration with the Zollverein, is well 
worth studying at the present time. So are “ Social Policies.” 
The Old Monarchy was in many ways very advanced in this field. 
The survival of strong medieval remnants resulted in a number of 
vocational organisations, the working of which in the present age 
of Neo-Medizvalism—not Neo-Mercantilism—deserve this detailed 
discussion. Later on, the control of federal Vienna by the Social- 
ists led to many bold experiments, especially in housing. 

The last chapter deals with ‘‘ Economic Science” and its 
influence on ‘‘ Economic Policies.”” Here both the Monarchy and 
the Republic have a most distinguished record : witness the names 
of Menger, Bbhm-Bawerk, Wieser and Schumpeter, to mention 
the dead only; it is hardly known abroad, that three of them were 
Ministers of Finance. In few countries only have the Professors 
been so practical, and the Bureaucrats so scholarly as in Austria. 
One regrets, that this impressive volume on the growth and the 
decay of an Empire is written in the style of a learned chronicle, 
and not of an analytical treatise; but one must recognise that a 
description and a dissection of the structure of the Austrian body 
politic at the several stages of integration and disintegration would 
not have been easy. It would, moreover, be churlish not to thank 
the Bundeskammer for having put at one’s disposal such rich, well- 
organised material. In the past the Austrian Chambers of Com- 
merce have appointed distinguished economists as their secretaries. 
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Their successors are evidently determined to maintain their close 
relations with independent scholarship. 
M. J. Bonn. 


London. 


Account Settled. By HsatMar Scuacut. Translated by Epwarp 
FitzGERALD. (London. Weidenfeld and Nicolson, 1949. 
Pp. 327. 15s.) 


THANKS are due to publisher and translator for producing this 
excellent and readable English version of Schacht’s famous apologia. 
It is in one way not an important book. We do not find in it any- 
thing like a serious or systematic survey of the historic events in 
Germany in which Schacht played so decisive a part. On purely 
financial and economic matters the book is almost entirely silent, 
though there is a perfunctory account of the notorious Mefo bills, 
for which Schacht claims credit as an instrument, invented by 
himself, for curing unemployment in the early thirties. 

The real interest in the book lies in other fields. It gives 
vivid pictures of the other leading figures in Germany during the 
rise and fall of the Nazi Party. These are often highly prejudiced, 
however; in particular, the chapter on Hitler himself is merely 
abusive, when it might (one supposes) have been really illuminat- 
ing. Asa piece of special pleading the book is magnificent. Not 
even the author’s vanity can obscure his brilliance. He is pre- 
pared to challenge the whole world with his lonely, flashing rapier. 
No one is spared—not Nazis, German generals, German churchmen 
or businessmen, not France, America, Russia, not even the German 
Service of the B.B.C., which, according to Schacht, made life more 
difficult for him by constantly acclaiming him as an opponent of 
the Nazi Party. (In fact, the German Service of the B.B.C. 
rarely did this, but on Schacht’s own showing it had every ground 
for doing so.) 

So scintillating a display is not calculated to help the sober 
seeker after truth. Nevertheless, we do learn from the book a 
great deal about his own psychology and that of his fellow- 
countrymen. Schacht was genuinely anti-Nazi, of that there can 
be no doubt. But not entirely for the right reasons. True, he did 
genuinely hate the most repulsive features of the regime, particu- 
larly its anti-Semitism, and did what he could to protect Jews who 
fell within his own spheres of influence from its worst excesses. 
But the reader of his book will find no sign that he opposed 
Hitler’s war policy as such. He thought that Hitler behaved far 
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too precipitately, and tried to restrain him, and to induce others 
in influential positions to do likewise. But the reason for his 
opposition was, not that a policy of war and conquest was wrong, 
but that it was being carried out without the necessary preparation, 
and without adequate economic resources. For instance, he 
condemns Hitler’s decision “to rush the question of Austria’s 
Anschluss to a premature solution ”’ (p. 113, my italics); and yet 
only a few pages later the Anschluss is accepted as “‘ an enormous 
diplomatic success ” for Hitler, and the Western Powers are duly 
belaboured for having permitted it. This is a neat example of the 
German desire to have things both ways. Schacht is not opposed 
to the idea of Germany’s becoming “top nation ’’; indeed, he 
more than once claims that for the last thousand years Germany 
has been the centre of world culture and progress. But when 
Germany tries to translate its top-nationhood into material fact, 
by aggressive means, and fails, then the fault is either Hitler’s or 
the outside world’s—but not Germany’s. 

Particularly revealing are the last two chapters of the book, in 
which Schacht discusses ‘The German Problem ”’ and asks for 
‘“Re-inspiration.” The theme of these pages is the defence of 
Germany against the charge of “ collective guilt ” for Hitler’s war. 
With Dr. Schacht (as with millions of his fellow-countrymen) this 


has become a neurotic obsession, which only a psycho-pathologist 
could deal with. How can a mere economist or politician tackle 
it? Only, I submit, by hammering on at the distinction between 
“ guilt’ and “ responsibility.” That the German people was 
responsible for the war in supporting Hitler and acquiescing in his 
racial and expansionist policies is a question of historical causation. 


Whether this ‘“ responsibility ” involves moral “ guilt” or not 
depends on all sorts of circumstances, and a complete survey of 
them would certainly bring to light various extenuating circum- 
stances. But the basic issue, from the point of view of the world 
as a whole, is that of ‘“ responsibility.” Will the German people 
now learn that if they once again refuse to take charge of their own 
political destinies (whether for good reasons or bad) they are 
liable once again to find themselves the slaves (willing or un- 
willing) of a Hitler? They will certainly not be helped towards 
the realisation of this by Dr. Schacht’s somewhat hysterical 
defence against accusations of collective German war “ guilt.” 

LINDLEY FRASER 

London. 
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The American Economy in Operation. By Horace TayLor and 
Harotp Barcer. (New York: Harcourt, Brace and 
Company, 1949. Pp. xiv + 846. $4-75.) 


Foreign Economic Policy for the United States. Edited by 
Seymour E. Harris. (Harvard University Press (London : 
Geoffrey Cumberlege), 1948. Pp. xiii + 490. 32s. 6d.) 


Boru of these works exemplify the synthetic method of book 
production which has become increasingly popular in the United 
States with the growth of academic specialisation and the difficulty 
of co-ordinating expert knowledge of sectors of a general field. 
Thus while the first book is written throughout by Messrs. Taylor 
and Barger, seventeen of its thirty-two chapters were “ originally 
written ” by their colleagues of Columbia College; and the second 
book is a collection of individual contributions by twenty-four 
experts linked by short introductory passages written by 
Professor Harris himself. Both methods of production have 
their advantages and limitations: The American Economy 
achieves coherence of argument and uniformity of style, at the 
expense of originality of treatment and sureness of touch in 
certain chapters; Foreign Economic Policy for the United States 
preserves authority and originality at the expense of an uneven- 
ness of treatment and coverage which makes the lot of the reader 
a rather unhappy one. Some of the short-comings of the latter 
work, however, must be attributed to the fact, nowhere acknow- 
ledged by Professor Harris or his publisher, that the book 
originated as a series of papers read to a graduate seminar at 
Harvard University. 

The American Economy is the latest of a long series of books 
and revisions thereof written to meet the needs of the second year 
of the Columbia College course in Contemporary Civilisation. In 
accordance with this teaching objective, the emphasis is on 
political economy rather than economic analysis; the authors are 
interested throughout in the two general problems of economic 
stability and the methods of economic control, and introduce 
economic theory only where the exposition requires it. 

The exposition itself begins with a long section on America’s 
natural resources—an old-fashioned approach which, none the 
less, has much to recommend it, and which should become more 
popular as employment theory is assimilated into general 
economics. Subsequent sections deal with national product and 
national income (an excellently clear treatment by Mr. Barger); 
the organisation and control of production (including useful 
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chapters on the growth of big business and American public 
policy on monopolies) ; conflict and co-operation among economic 
groups (ranging from labour problems and agricultural policy to 
consumer co-operation and social security); money and credit 
(including a pedestrian treatment of central banking along 
orthodox lines); public finance; and the United States in the 
world economy. The final section deals with economic planning, 
full employment and the general issues of freedom versus control. 

The book undoubtedly fulfils its authors’ purpose of providing 
an elementary account of the workings of the American economy 
and the problems to which it gives rise; but for that very reason 
it is unlikely to be of much value to the non-American reader. 
The description of American institutions is neither compact 
nor detailed enough to make the book convenient for reference ; 
and the discussion of stability and control problems is vitiated by 
the authors’ obvious determination not to commit themselves on 
politically significant questions. Throughout, the exposition is 
tainted by a tendency to “ talk down ”’ to the reader. 

The papers collected in Foreign Economic Policy for the United 
States are divided into five sections. Part I consists of an intro- 
ductory. discussion of policy issues by the editor—largely a 
reportorial commentary on the experts’ papers—and a rather 
disingenuous account of American governmental organisation for 
international economic policy. It is implied on p. 39, for example, 
that United States policy bears no responsibility for the failure 
of the London Economic Conference of 1933. 

Part II consists of eight studies of individual countries and 
areas; in general, the individual papers are well done, but one 
wonders why American economic relations with Europe are 
represented by one paper on the German economy and two 
papers, the second rather specialised in scope, on Anglo-American 
economic relations. This is flattering to the British, but hardly 
fair to the French. One also wonders why American relations 
with Canada, a country whose economic policies receive little 
enough informed criticism from independent sources, should fall 
to be discussed by a Canadian Civil Servant—the only foreign 
contributor to this section. 

Part III, on international economic co-operation, contains 
four papers on the obvious subjects—the Fund, the Bank, the 
Geneva Agreements and the I.T.0. Part IV consists of five 
papers on the European Recovery Program. Again, the 
individual contributions are well done (one may mention especially 
Sidney S. Alexander’s contribution on ‘“ Europe’s Needs and 
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Prospects,” which is a model of clarity in thought and exposition), 
but the factual content dates them so much that they are 
interesting chiefly for what one can read in and between the lines 
about underlying American attitudes on international economic 
relations. In this respect, the papers by Edward S. Mason and 
Harry C. Hawkins are of particular interest. 

Part V, on problems of international equilibrium, transfers the 
discussion from the administrative to the theoretical plane. In 
the first two papers, Professors Hansen and Haberler debate the 
meaning of “fundamental disequilibrium.” Professor Hansen 
believes in the usefulness of a “ cost-structure parity ”’ version 
of the purchasing-power parity theory of equilibrium exchange 
rates; he desires to include in the definition of “ fundamental 
disequilibrium ”’ the case of a country undergoing deflationary 
pressure from the outside world but without a balance-of-payments 
deficit ; but he does not believe that a deficit necessarily proves 
that a country’s exchange rate is out of line, or that depreciation 
is the right way to cure a structural disequilibrium. Professor 
Haberler disagrees on all points: he believes that departure from 
purchasing-power parity is not a cause but merely one symptom 
of disequilibrium—in what sense a symptom, he does not quite 
succeed (p. 387) in explaining; he argues with convincing logic 
that only the emergence of a deficit should be regarded as a sign 
of the need for a currency depreciation; and he maintains that 
international demand elasticities are sufficiently great for deprecia- 
tion to solve balance-of-payments deficits. In this last argument 
Professor Haberler seems to rely too much on a quotation from 
Marshall, and to ignore the difficulties of correcting structural 
maladjustments; incidentally, in his refutation of Professor 
Hansen’s argument (pp. 393-4) he appears to fall into the confusion 
of assuming an appreciation and arguing as if it were a 
depreciation. 

Professor Samuelson, in a series of comments which do not 
quite make a coherent paper, broadens the attack on the 
purchasing-power-parity theory, and demonstrates the consistency 
of “dollar shortage ” with classical theory once capital move- 
ments are introduced into the analysis. Dr. Triffin, writing on 
“Exchange Control and Equilibrium,” presents a masterly 
discussion of the advantages and limitations of exchange control 
as a mechanism of adjustment. Professor Haberler’s second 
paper, on “ Dollar Shortage,”’ succeeds in disproving the existence 
of dollar shortage in the inter-war period, but is not so successful 
in verifying the classical ‘inflation’ explanation of the con- 
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temporary problem—his definition of “inflation” seems to 
bring in structural maladjustment through the back door. His 
paper does have the great merit of isolating the central issue of 
“ dollar shortage ’”—how great a reduction in its standard of life 
it is reasonable to expect a country to make—from the technical 
apparatus in which it is usually embedded. In the final paper 
Dr. Balogh serves up his usual mixture; some of his arguments 
for discriminatory restriction of imports from America look rather 
odd in the light of recent emphasis on attaining a high-level 
balance between the dollar and non-dollar worlds, but it is a pity 
that Dr. Balogh’s inclinations towards inductive over-generalisa- 
tion obscure the important points he has to make. 

Judged as a work on American foreign economic policy, this 
book falls far short of the promise of its title; judged as a 
collection of articles, it has much to recommend it. The last 
section at least is indispensable reading for international economics 
theorists. But surely, in the interests of scientific progress, 
Professor Harris’s authors could contribute to a less expensive 
periodical ? 

Harry G. JOHNSON 
King’s College, 
Cambridge. 


A Concise Economic History of Britain From the Earliest Times to 
A.D. 1750. By Str Jonn CiapHam. (Cambridge University 
Press, 1949. Pp. xviii + 324. 12s. 6d.) 


THE news that Clapham had written a book briefly reviewing 
British economic history before 1750 naturally aroused great 
expectations; and the book itself richly fulfils them. Its quality 
indeed illustrates the dictum of Johannes Haller: Nur der echte 
Forscher kann ein rechter Darsteller sein. But the meaning of that 
dictum is here amplified, for the period covered lies outside that to 
which the author’s researches were mainly devoted ; and the book 
exhibits the extraordinary range of his knowledge as well as his 
remarkable powers of exposition. 

In the field of economic history there have been, it is true, 
scholars more profoundly learned than Clapham—Vinogradoff, for 
example—while Sombart, in his rather unscholarly way, was, I 
suppose, more widely read. But surely no economic historian was 
ever so well read, in the strictest sense of that term, as the author 
of this little book. A work so concise and so closely packed with 
information might easily be very dry reading, and inevitably its 
literary quality is not as that which enobles the works of Professor 
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Tawney and Mr. and Mrs. Hammond, but certainly the book is 
very well written. Clapham had an eye for significant and 
illuminating detail; .and the fine discretion with which he has 
exercised the extremely difficult art of illustrating an historical 
point by an apt modern analogy is quite wonderful. The treat- 
ment is, in general, admirably and refreshingly concrete—perhaps 
excessively so, for sometimes one feels that Clapham’s well-known 
dislike of ‘‘ empty economic boxes ” has led him to underestimate 
the value of abstraction and classification as aids to understanding. 
The description of history as a ‘‘ seamless garment ” is quoted at 
the beginning of one chapter; and throughout the book the reader 
will find little or nothing about any succession of ‘ economic 
systems ”’ such as those of Bucher or Sombart, or about the “ ideal 
types’ employed by Max Weber. The importance of the economic 
factor in history is never over-stressed ; but still less is Clapham 
inclined—as Schmoller and Cunningham were inclined—to exag- 
gerate the influence of political factors and economic policy upon 
economic conditions. Occasionally one wishes he had allowed 
himself to express a definite opinion on matters of controversy : 
for example, it is only from casual references such as that to “ the 
rich—if turbulent—fifteenth century ” (p. 170) that one gathers 
he did not wholly accept Professor Postan’s judgment of that 
century as a period of economic decline. Yet there is no tendency 
to ‘“‘ hedge ” or play for safety. To take two points, Clapham does 
not hide his opinion that the gilds played a less important part in 
the economic life of the middle ages than is commonly supposed ; 
and his emphasis upon the rise of the yeomanry in the Tudor age 
is a definite if tacit criticism of Professor Tawney’s concentration 
of attention upon the “ rise of the gentry.” 

The book is never provocative and always concerned in the 
main with hard facts; yet it stimulates thought so much that one 
is tempted to embark upon discussions beyond the measure 
allowable in a brief review. I will, however, confine my comments 
to two matters. 

First, Clapham’s picture of agrarian organisation in the early 
Saxon period seems unduly ‘“ manorial,’ and it looks as if this 
was largely because he allowed too little importance to the 
Scandinavian invasions and so minimises the force which more than 
any other promoted the “‘ growth of the manor.” Though he 
recognises, with Maitland, that the Danes in a certain sense “‘ freed 
the districts which they conquered,” he ignores the other half of 
Maitland’s celebrated paradox—that ‘they in the same sense 
enslaved the rest of England.” Perhaps he was also unconsciously 
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influenced by the contrast between the large number of “ tons ” 
which have names incorporating the name of an owner or lord, 
and the comparatively small number of “ Charltons” which 
belonged to lordless churls. He seems to have overlooked the 
evidence which indicates that many place-names of the former 
type are of rather late date. Yet he notes that the termination 
“ton ” did ‘‘ not always mean ‘ village ’ but often just ‘ enclosure,’ 
‘settlement ’ or ‘ farm,’ ”’ and he allows that some of those who 
gave their name to such places may have been “ just freemen,” 
and that many places which did not acquire the “ tell-tale name ”’ 
of Charlton “ were also churls’ places ”’ (p. 44). 

Secondly, in regard to the Revolt of 1381, Clapham repeats the 
common observation that “like so many social upheavals ”’ it 
‘‘came when the people were anything but sunk in misery ”’ and 
observes that “ with increasing comfort they felt themselves strong 
enough to resist uncomfortable novelties’ (pp. 120-1). That 
there is truth in this none willdeny. But we should also remember 
that, in an age of change and improvement, advance is often very 
irregular : some prosper and others see those who have been their 
equals win advantages that their fellows have not attained, so that 
discontent is not only made effective by being “shot with the 
colours of hope,’”’ but is intensified by a sense of unfairness. 
La premiére et principale cause de sédition est Vinégalité. 

Two small slips should be corrected in the future editions which 
will certainly be called for. ‘‘ Dredge ”—a term usually employed 
for a mixture of barley and oats—is described as ‘‘ mixed winter- 
sown grain ” (p. 81). And the Loggan engraving reproduced on 
the dust-cover which appears to be the picture referred to on 
p. 217, does not support the statement that the men are shown 
reaping “‘ with a sickle applied half-way up the straw.” 

REGINALD LENNARD 
Lower Heyford, 
near Oxford. 


The Mining Guild of New Spai: and its Tribunal 1770-1821. 
By WatrerR Howe. (Harvard University Press (London : 
Geoffrey Cumberlege), 1949. Pp. 534 + ix. 42s.) 


It is pleasant to see that the studies in Spanish history by such 
American historians as Professors Haring, Hamilton and Dr. Klein 
are being carried on by a new generation of scholars. Professor 
Haring originally suggested that the Cuerpo de Mineria might be a 
fruitful field for research, and Mr. Howe has produced a book well 
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Tawney and Mr. and Mrs. Hammond, but certainly the book is 
very well written. Clapham had an eye for significant and 
illuminating detail; and the fine discretion with which he has 
exercised the extremely difficult art of illustrating an historical 
point by an apt modern analogy is quite wonderful. The treat- 
ment is, in general, admirably and refreshingly concrete—perhaps 
excessively so, for sometimes one feels that Clapham’s well-known 
dislike of “‘ empty economic boxes ”’ has led him to underestimate 
the value of abstraction and classification as aids to understanding. 
The description of history as a “ seamless garment ” is quoted at 
the beginning of one chapter; and throughout the book the reader 
will find little or nothing about any succession of ‘ economic 
systems ”’ such as those of Bucher or Sombart, or about the “ ideal 
types ”’ employed by Max Weber. The importance of the economic 
factor in history is never over-stressed ; but still less is Clapham 
inclined—as Schmoller and Cunningham were inclined—to exag- 
gerate the influence of political factors and economic policy upon 
economic conditions. Occasionally one wishes he had allowed 
himself to express a definite opinion on matters of controversy : 
for example, it is only from casual references such as that to “ the 
rich—if turbulent—fifteenth century ” (p. 170) that one gathers 
he did not wholly accept Professor Postan’s judgment of that 
century as a period of economic decline. Yet there is no tendency 
to “‘ hedge ” or play for safety. To take two points, Clapham does 
not hide his opinion that the gilds played a less important part in 
the economic life of the middle ages than is commonly supposed ; 
and his emphasis upon the rise of the yeomanry in the Tudor age 
is a definite if tacit criticism of Professor Tawney’s concentration 
of attention upon the “ rise of the gentry.” 

The book is never provocative and always concerned in the 
main with hard facts; yet it stimulates thought so much that one 
is tempted to embark upon discussions beyond the measure 
allowable in a briefreview. I will, however, confine my comments 
to two matters. 

First, Clapham’s picture of agrarian organisation in the early 
Saxon period seems unduly “ manorial,” and it looks as if this 
was largely because he allowed too little importance to the 
Scandinavian invasions and so minimises the force which more than 
any other promoted the “‘ growth of the manor.” Though he 
recognises, with Maitland, that the Danes in a certain sense “‘ freed 
the districts which they conquered,” he ignores the other half of 
Maitland’s celebrated paradox—that “they in the same sense 
enslaved the rest of England.” Perhaps he was also unconsciously 
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influenced by the contrast between the large number of “ tons ”’ 
which have names incorporating the name of an owner or lord, 
and the comparatively small number of ‘“ Charltons” which 
belonged to lordless churls. He seems to have overlooked the 
evidence which indicates that many place-names of the former 
type are of rather late date. Yet he notes that the termination 
“ton ” did “ not always mean ‘ village ’ but often just ‘ enclosure,’ 
‘settlement ’ or ‘farm,’ ”’ and he allows that some of those who 
gave their name to such places may have been “ just freemen,” 
and that many places which did not acquire the “ tell-tale name ”’ 
of Charlton “ were also churls’ places ”’ (p. 44). 

Secondly, in regard to the Revolt of 1381, Clapham repeats the 
common observation that “like so many social upheavals ”’ it 
‘came when the people were anything but sunk in misery ” and 
observes that “‘ with increasing comfort they felt themselves strong 
enough to resist uncomfortable novelties’ (pp. 120-1). That 
there is truth in this none willdeny. But we should also remember 
that, in an age of change and improvement, advance is often very 
irregular : some prosper and others see those who have been their 
equals win advantages that their fellows have not attained, so that 
discontent is not only made effective by being “ shot with the 
colours of hope,” but is intensified by a sense of unfairness. 
La premiére et principale cause de sédition est linégalité. 

T'wo small slips should be corrected in the future editions which 
will certainly be called for. ‘‘ Dredge ’’—a term usually employed 
for a mixture of barley and oats—is described as “‘ mixed winter- 
sown grain ”’ (p. 81). And the Loggan engraving reproduced on 
the dust-cover which appears to be the picture referred to on 
p. 217, does not support the statement that the men are shown 
reaping “‘ with a sickle applied half-way up the straw.” 

REGINALD LENNARD 
Lower Heyford, 
near Oxford. 


The Mining Guild of New Spain and its Tribunal 1770-1821. 
By Watrer Howe. (Harvard University Press (London : 
Geoffrey Cumberlege), 1949. Pp. 534 + ix. 42s.) 


Tr is pleasant to see that the studies in Spanish history by such 
American historians as Professors Haring, Hamilton and Dr. Klein 
are being carried on by a new generation of scholars. Professor 
Haring originally suggested that the Cuerpo de Mineria might be a 
fruitful field for research, and Mr. Howe has produced a book well 
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worthy of comparison with Professor Haring’s own studies of 
Spanish trade. 

This is essentially institutional history, and of its kind it is a 
very good example. It traces the origin of the Tribunal de 
Minerfa in Mexico in 1777, the reorganisation of the Tribunal in 
1781, the administrative activities of the Tribunal and its handling 
of litigation. There are valuable chapters on the Mexican Mining 
industry before 1770 and on the later history of Mexican mining 
after the experiment of the Tribunal. There are appendices on 
such topics as bullion coined in Mexico from 1537 to 1856 and on 
plans for special technical education for miners. The Biblio- 
graphy and Index are models of efficiency. 

The Tribunal de Mineria was set up in an attempt to solve the 
serious difficulties which were crippling the mining industry in 
Mexico at the end of the eighteenth century. The miners’ 
representatives presented a convincing argument to show that 
what was needed was a more adequate supply of capital. The 
Tribunal was supplied with money from a tax on silver, and was 
intended to lend capital to help mines whose profitable develop- 
ment might otherwise have been cramped. The setting up 
of the Tribunal in a surprisingly short time is an interesting 
example of the practical efficiency of the Spanish Government of 
the enlightened Charles III, but its failure to assist the develop- 
ment of Mexican mining is an instance of the inefficiency and 
indeed of the dishonesty of some of the most prominent members 
of the mining community in Mexico. 

Mr. Howe has pieced together the story of the Tribunal de 
Mineria with admirable thoroughness, and presented it with 
beautiful lucidity. Sometimes the story reads a little like an 
abstract of an office file, but this often must, in fact, disguise a 
great deal of patient research to track down missing papers and to 
sift and discard irrelevant information. When Mr. Howe allows 
himself to interpret his material, as at the end of the chapter on 
the financial activities of the Tribunal in the first ten years of its 
existence, he shows clarity and a grasp of essentials which is 
masterly. If his book is sometimes rather dry and even at times a 
little dull this is a weakness of institutional history, and Mr. Howe 
very wisely does not try to achieve a fictitious interest by philoso- 
phising or by using a study of eighteenth-century conditions as a 
peg to hang political comments on Mexico or Spain. As was to 
be expected from a book in the Harvard Historical Series the tone 
of Mr. Howe’s book is objective and academic in the best sense. 
He has made a real contribution to our knowledge of eighteenth- 
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century Spain and Mexico. It is to be hoped that his work on 
eighteenth-century Peru will not be too long in making its appear- 
ance. 


Girton College, 
Cambridge. 


JEAN LINDSAY 


England’s Climbing-Boys. A history of the long struggle to abolish 
child labor in chimney-sweeping. By Grorce L. PHILLIPs, 
with a preface by ArTHUR H. Cote. (Harvard University : 
Graduate School of Business Administration, 1949. Pp. 61.) 


Tuts story of the climbing boys is the work of an American 
scholar who has assembled from England and elsewhere all possible 
documents dealing with the subject. The history ends with an 
exhaustive bibliography listing books, pamphlets, reports and 
Parliamentary papers and covering nearly five pages. There are 
also footnotes to every page of the history indicating the source 
of the information given. 

In his Introduction the author explains that it was the change 
from wood fires to coal and the building of so many fireplaces (one 
to each room) in large Georgian houses, necessitating zigzagging 
flues of narrow dimensions, that brought about the increase in the 
number of climbing boys in the eighteenth and nineteenth cen- 
turies. It was Jonas Hanway, whose portrait appears as a 
frontispiece, who started the first crusade against the evil in 1770, 
and not until 1875 did climbing boys cease to be employed—a 
hundred years of hard fighting and much needless suffering. 

The hardships of the chimney-sweeps are familiar to all readers 
of Oliver Twist or the poems of William Blake or the Life of Lord 
Shaftesbury, but not before has the whole history of the campaign 
been told with such detail as is done here. The struggle is traced 
through the efforts of philanthropists and voluntary societies, 
and through the attempts to organise the master sweeps and to pro- 
mote the invention and use of machines which could sweep the 
narrow, crooked chimneys in place of boys. Each successive Bill 
introduced into Parliament is dealt with, and leading speeches are 
summarised. Both Houses come out badly, but the Lords the 
worse. In 1786, 1804, 1818 and twice in 1819 they rejected the 
Bill sent up to them by the Commons and, though they passed 
the Act of 1840, they reduced the age at which apprentices might 
be employed in sweeping chimneys from fourteen to ten. When 
Lord Shaftesbury entered the House of Lords, he introduced 
measures in 1851, 1852, 1853 and 1854 which were all rejected, and 
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it was not till 1864 that he succeeded in getting a measure passed 
through both Houses. But whether there was legislation or not 
the employment of climbing boys went on. In 1853 (thirteen 
years after the Act of 1840) no less than 4,000 boys were said to be 
at work, and in the same year a sweep was charged at Nottingham 
Police Court for the most shocking cruelty to a child who was 
apprenticed when he was not yet six. The Act of 1864 was equally 
useless, and in 1872 there was an inquest at Gateshead on a child 
of eight taken dead out of achimney. At long last, in 1875, came 
the Act which required every sweep to be licensed, and this proved 
to be effective : there was no recurrence of the evil. 

The author brings out very clearly the reasons for the ineffect- 
iveness of previous legislation. It was the feeble state of public 
opinion and the lack of any inspectors to enforce the law. It was 
not from want of knowledge of what the boys were suffering. 
These pages reveal authenticated cases of savage beatings, lighted 
straw or pins used on the boys’ feet to make them climb, saltpetre 
rubbed into their legs to harden them, knee caps torn off, cancer 
caused by the working of the soot into the skin, children suffocated 
in hot flues. But all this tale of horror did not prevail against the 
supposed interests of West End mansions or the argument that, if 


boys were not employed in sweeping chimneys, they might be- 
come a charge on the rates. 

It is impossible not to feel shame that this piece of social 
history—a disgrace to Great Britain—should have been investi- 
gated and told by a citizen of another country, and yet all readers 
will feel grateful to him for the skill and sympathy with which he 
has performed his task. 


CiarRA D. RACKHAM 
Cambridge. 


Volkswirtschaftliche Probleme des deutschen Aussenhandels. 
(Duncker & Humblot; Berlin and Munich 1948. Pp. 136, 
DM 10.—) 

THE above publication is of some historical interest since it 
also represents the first volume to appear in the new series of the 
famous publications of the Verein fir Sozialpolitik after its 
revival in 1948. The Verein, founded in 1873, had been de facto 
dissolved since 1933, and de jure since 1936. Between 1936 and 
1947 there had been an interval at which there existed, on the 
one hand, only the official Nazi organisation of economists (more 
or less boycotted by respectable economists), and on the other 
hand a number of informal ‘“ academic circles ” and discussion 
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groups on the fringe of illegality. The deadlock was broken by a 
meeting in 1947 at Rothenburg, at which a manifesto for the 
“salvation of the German economy” was drawn up, which 
in many ways anticipated the subsequent currency reform. The 
text of this manifesto, as well as all the other documents relating 
to the Rothenburg meeting, are appended to the book here 
reviewed. A special obituary notice mentions two economists 
who were executed in the last stages of the Nazi regime, Professors 
Eulenburg and Jessen. The presidential address at the Rothen- 
burg meeting (also reprinted), by Professor Zwiedineck-Siidenhorst, 
is a somewhat heterogenous mixture of apology for failures after 
1933, explained by ‘“‘ the powerlessness of professors,”’ and claims 
that ‘‘ the professors have been in the right with their advice.” 

The bulk of the book consists of the proceedings of the meeting 
at Marburg in 1948 at which the main subject under discussion 
was foreign-trade problems, and which was also the first 
constituent meeting of the newly revived Verein fir Sozial- 
politik. The presidential address at the meeting by Professor 
Adolf Weber is interesting in its description of an early 
memorandum on the need for currency reform presented in May 
and June 1945 by a group of academic economists to General 
Eisenhower. This did not even receive a reply, because, according 
to Professor Weber, “The Morgenthau Plan had a decisive 
influence even on men like President Roosevelt and General 
Eisenhower.” Professor Weber computes the damage done to 
the German economy by the three years delay in currency reform 
at $10 billion, but gives no details how this has been computed. 
He also thinks that the currency reform plans worked out by the 
academic economists were in some respects superior to those 
put subsequently into operation by the military authorities. 

The substantive nucleus of the book consists of a paper on 
German foreign-trade problems read by Dr. Fritz W. Meyer, and 
the subsequent discussion. Both the paper itself and the 
discussion are at a very high general level, and will repay study by 
anyone interested in the problems of foreign-trade controls, as 
well as students of the specific problems of post-war Germany. 
Dr. Meyer’s paper amounts to a devastating and intellectually 
brilliant onslaught on the policies of the Joint Export and Import 
Agency, and on the defence of the then over-valued German 
mark (at 30 U.S. cents) as attributed to Mr. Camille Gutt, the 
Managing Director of the International Monetary Fund. Dr. 
Meyer objects to the import target of $2 billion as indicating 
“ average European standards of living,” and his own figure which 
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he puts forward as a conservative estimate amounts to $5 billion 
of essential imports. His general description of what he calls 
“foreign trade in the dark” by the Joint Export and Import 
Agency is on liberal lines. He also strongly disagrees with the 
argument that the over-valuation of the German mark by the 
J.E.I.C. would result in advantageous terms of trade and thus 
compensate for export difficulties. It is interesting to see him 
state that the real trouble is not in the foreign control of the 
J.E.I.C., but in the fact of control itself. As he puts it : 

“The economic difference between the Western world 
and the East should not lie in the size of the rations, but it 
should lie in the existence or non-existence of any rationing 
system ; it should lie in whether or not the individual is 
exposed to the discretion of the authorities.” 

From the discussion it is clear that the overwhelming 
majority of the participants in the meeting were opposed to the 
argument put forward by Dr. Meyer, and in favour of continued 
control of foreign trade. Only two of the speakers, Professors 
Rittershausen and Miksch, tended on the whole to agree with Dr. 
Meyer. Nine speakers disagreed; among them specially note- 
worthy were the argument by Professor Walter Hoffmann that in 
the present state of imperfection of data and violent disturbances it 
was not even possible to say that the mark was over-valued at 
$0-30; the argument by Professor Wessels that it was not 
foreign-trade controls which were wrong, but the policies of over- 
full employment and controlled inflation; the argument by 
Professor Meinhold that the increase in exports achieved by the 
low exchange rate would be inflationary; and the argument by 
Professor Schneider that a proper German foreign-trade policy 
depends very largely on the foreign trade policies of the other 
countries, and could not be discussed with reference to German 
problems alone. A somewhat independent line of thought is 
apparent in the contribution by Professor Egner that no German 
trade policy could make Western Germany viable as long as the 
separation of Germany continued, and that, therefore, the 
discussion did not serve any useful purpose. 

One cannot help having some sympathy with the feeling, 
expressed by many of the speakers in the discussion, that 
Dr. Meyer’s argument, in spite of its intellectual brilliance, takes 
somewhat lightly the transition required in translating from 


theory into the realities of Germany in 1948. 
H. W. SINGER 
Lake Success, 


US.A. 
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Soviet Foreign Trade. By ALEXANDER M. BayKov. (Princeton 
University Press (London: Geoffrey Cumberlege), 1946. 
Pp. vii + 124. 11s. 6d.) 

ProFessor Baykov in his earlier book, The Development of 
the Soviet Economic System, described the object of his researches 
as “‘an analysis of the Soviet economic system as such’”’; rejecting 
the three other approaches he distinguished : the theoretical, the 
political and the technical. Students of the Soviet economy 
have therefore come to expect from his pen analyses which are, 
from the point of view of politics, firmly unbiased and, from the 
point of view of economics, essentially descriptive. In this 
manner he successfully avoids the pitfalls that beset the politically 
minded economist, antagonist or protagonist. Nevertheless, 
much Soviet foreign-trade policy needs to be described in its 
political context. 

In the first half of this book, devoted to the evolution and 
organisation of the foreign-trade system, Professor Baykov 
rightly adopts his policy of unpolitical description, but in the 
second half, where he analyses the trends of Soviet foreign trade, 
his approach may be questioned. One of the leading features 
of foreign trade in the U.S.S.R. is that it is subordinate to the 
general economic plan and that the economic plan is subordinate 
to political requirements. Professor Baykov describes, for 
example, (p. 47) the trade section of the First Five Year Pian as 
envisaging a favourable balance of trade mainly by the expansion 
of agricultural exports, and subsequently notes the non-fulfil- 
ment of the foreign-trade plan. Many would contend, however, 
that this was due not to fortuitous economic circumstances, as 
he seeks to show, but mainly to the decision of the XVth Party 
Congress of December 1927 to carry through collectivisation 
immediately. The political necessity of collectivisation super- 
seded the economic considerations of the previously prepared 
plan. 

While many readers would have preferred an approach that 
accepted the Soviet authorities’ valuation of the inter-relation of 
economic and political policies, no one will gainsay Professor 
Baykov’s perspicacity in analysing the purely economic trends 
of their trade policy. His chapter on “ General Trends in the 
Development of Soviet Foreign Trade ”’ is of the greatest interest 
and covers the subject exhaustively (occupying one quarter of the 
total text of the book). Of many interesting conclusions he draws 
from his analysis, that on the reasons for the sudden decline of 
trade after 1931 is especially to be marked. 
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The index of the physical volume of exports (1929 = 100) fell 
from 146-1 in 1932 to 90-5 in 1935, and of imports from 161-5 in 
1931 to 51-9 in 1935. Soviet economists have ascribed this sharp 
reduction principally to the creation of new domestic capacity 
producing equipment formerly imported and the diversion of 
agricultural products from export to home consumption. 
Professor Baykov’s view is that 


“it was due to considerations of foreign exchange rather 
than to the possibility of replacing imports by domestic 
production. The newly created productive capacities could 
hardly justify a reduction of imports to less than one quarter 
of their value in 1931; moreover, in 1936-38, imports were 
again increased.” 


The value of the book may also be seen in its presentation of 
data hitherto only available in Russian sources. A wider use of 
available statistics might, however, have been helpful: to his 
study. At least one Soviet statistical table (p. 49), extracted 
from a work by D. D. Mishustin, could have been compared 
with the basic data in the Soviet official digest and the unjustified 
comparisons of Mishustin thereby revealed. Further, had he 
made use of non-Soviet sources, such as the League of Nations 
International Trade Statistics, a valuable survey might have 
been made of the effect of Soviet imports and exports on the 
trading partners. As it is, Professor Baykov leaves the reader 
with the view that at 2% of the world-trade turnover Soviet 
foreign trade was unimportant, whereas it was significant in 
some economies from large countries like Germany and the 
United Kingdom to small countries like Persia and Uruguay. 
Nevertheless, Professor Baykov rightly stresses the multilateral 
nature of Soviet trade: exports to the United Kingdom and 
Western Europe regularly exceeded imports, and the proceeds 
paid for imports from the United States, Australia, Czechoslovakia 
and elsewhere, where the balance of trade was persistently 
unfavourable to the U.S.S.R. It is interesting to note that under 
post-war conditions the position is reversed. According to the 
United Nations Summary of World Trade Statistics in the first 
nine months of 1949, the U.S.S.R. had a large favourable balance 
with the United States and a large unfavourable balance with 
the United Kingdom as it has with other Western European 
countries, notably Belgium. 

The book does not, of course, deal with such post-war develop- 
ments, and it is perhaps unfair to contrast his chapter on “ Post 
War Prospects ” with present reality, written as it was in the 
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immediately post-war period when few data were available. 
The fact that actual developments have been the opposite of his 
forecasts is due not to his erroneous judgment but to the unfore- 
seeable behaviour of Soviet policy. 

Soviet foreign trade to-day still follows largely the dictum 
Professor Baykov gives: in the Soviet economic system export 
trade is solely a means of paying for indispensable imports. But 
with the physical volume of Soviet trade in 1949 more than 
double its pre-war volume, the greatly expanded trade with the 
people’s democracies of Eastern Europe needs to be regarded in 


a wholly different category. 


M. C. Kaser 
Richmond, 


Surrey. 


Customs Valuation in the United States. By R. E. Smrru. 
(Chicago : University of Chicago Press (Cambridge University 
Press), 1948. Pp. xv + 380. 42s.) 


Tuts book has two main themes: the selection of a basis for 
dutiable value and the administration of selected bases. There 
is a full discussion of all the various types of basis, and although 
twelve can be distinguished (p. 27) the main headings are foreign 


value of some kind, United States value (selling value of foreign 
goods in the United States less assumed margins), American 
selling price (of home-produced articles similar to imported 
goods) and arbitrary valuations of various kinds. The author 
traces in great detail the legal history of the change from 
“specific purchase price ” (that is, actual cost to the importer) 
in the early part of the nineteenth century to the general reliance 
in modern times on foreign or export value, an approximation to 
market value abroad. Although the major part of the book is 
devoted to tracing this historical development, outlining the 
current situation and examining the ramifications of administering 
Customs law, two useful chapters at the end (Chapters X and XI) 
deal with valuation practice in other countries and with the 
author’s own suggestions for reform. 

The painstaking and scholarly treatment of the subject- 
matter must obviously give this book high marks as a piece of 
research. Economic historians, in particular, will find it most 
interesting. But even more important for the general reader 
will be the background it supplies to the present agitation for 
reform of American Customs valuation. The fact that Americans 
are being told from observers inside their country that their 





388 THE ECONOMIC JOURNAL [JUNE 


‘ 


valuation procedure is ‘“‘ exceedingly complex resulting in a wide 
measure of uncertainty, delay and injustice ” (p. 334) is surely 
of the highest importance. No one can read the story (p. 211) 
of the importation of Chinese books by the University of Chicago 
Press—delayed four years by controversy with the Customs 
authorities—without thinking that even this judgment is an 
understatement. 

At the same time, however, the relevance of the discussion 
for the present-day problems should not be exaggerated. For 
the author specifically limits himself to valuation problems and 
does not touch, except in passing, on the much wider and 
probably more important problems of classification. Whereas 
valuation relates only to ad valorem duties, classification covers 
specific duties too—and, as p. 11, note 21, makes clear the 
latter is much the more important category of the two. 

It might well be argued that there is so much to say on 
valuation that it is quite impossible to treat classification in the 
same volume. But to this one must reply by asking whether one 
can really isolate valuation as a separate problem at all satis- 
factorily. Is there not a very close interdependence between 
the classification of the commodity, the valuation for duty and 
the rate of duty? It was, for instance, precisely because of the 
heavily increased rates of duty in the latter part of the nine- 
teenth century that the possibility of under-valuation became so 
real. Therefore to concentrate entirely on valuation problems 
is to impose limits to the discussion which deprive it of the wide 
interest it would otherwise have. 

This point is reinforced when one looks closely at the field 
actually covered by this book. For the general approach is 
certainly not related to world problems, the weight of emphasis 
being on the effects of valuation on importers rather than on 
dollar-hungry foreigners. Nor, on the other hand, is there any 
detailed guidance to importers on the particular problems of 
their trade. One must also conjecture whether some use of 
modern statistical techniques might have enabled the author to 
make some quantitative estimate of the general effects of 
valuation in raising selling prices of foreign goods in the United 
States. 

A final reflection on the problems discussed may perhaps be 
in order. Can one reasonably argue that ‘“ the tariff problem ” 
has achieved its present dimension because of the American 
determination both to have their cake and eat it? The high 
rates of duty were to keep goods out; but the determination to 
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prevent under-valuation arose rather from the desire to collect 


as much revenue from Customs as possible. 
A. R. PREst 
Cambridge. 


Maintaining Competition. By Corwin D. Epwarps. (New York 
and London: McGraw-Hill Book, 1949. Pp. xi + 337. 
32s.) 


Tus, to my mind, is by far the best book on the problem that 
has appeared for a long time. The author states the purpose of 
his book to be “ to set forth the content of a policy designed to 
maintain the competitive system within the United States,” with 
its existing economic and cultural complex, and its basic political 
organisation. This purpose he admirably fulfils; but while the 
book is of particular value for the United States, a large part of it is 
also useful, indeed probably indispensable, for any other indus- 
trialised country which sets out to maintain or secure competition. 

Dr. Corwin Edwards states that his book is on the technical 
level. It contains, in different parts, clear statements of the 
present law, and of its interpretation, and a large number of 
examples dealt with mainly in footnotes. He does not, however, 
ignore the more basic economic considerations. He says, also, 
that he assumes rather than argues that competition ought to be 
preserved. This is true of most of his book; yet his brief intro- 
ductory chapter contains an excellently worded summary of the 
relation between competition and control, and of the reasons for 
assuming competition to be better than monopoly; this section is 
brief and ignores some of the weighty points made by Professor 
Schumpeter on the other side; but as a summary statement of the 
case for competition it can hardly be bettered. Like most of the 
book it is full of aptly phrased passages which a reviewer would 
wish to quote were there space. 

Dr. Corwin Edwards has been both a Professor of Economics 
and an administrator of the laws dealing with monopolies. His 
book shows a balance of economic and administrative considera- 
tions, and a knowledge of political technique. “In political 
affairs, the assertion that a programme is politically impossible is 
the standard refuge of a man who has decided not to fight for it.” 
His bias is in favour of competition; but he states the arguments 
for and against his different proposals and does not, like so many 
who write with such a bias, assume that all the arguments are on 
the same side. 

The bulk, but by no means the whole of his discussion which is 
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of general rather than particular United States importance, comes 
in the first five chapters. After the first introductory chapter, 
referred to above, he turns in the second to restrictive agreements. 
Here he makes, and to my mind substantiates, o..e point of prime 
importance: he considers that to prevent monopolistic agree- 
ments it is indispensable that the basic law should prohibit in 
broad and not in specific terms, and that illegality should be 
judged by effect; otherwise “ the ingenuity of businessmen ” and 
of their lawyers “ would soon devise new ways of accomplishing 
restrictive ends, and the evolution of business methods would soon 
give the old prohibitions unforeseen consequences.” But he 
suggests that a list of practices normally undesirable should also 
be codified, putting on the participant the onus of proving that 
any particular example of such practices is desirable. This 
chapter, besides much else of value, also contains a useful section on 
how to detect collusion, and on how practices not undesirable, or 
even desirable in themselves, such as the circulation of information 
on prices and on cost accounting, may help tacit collusion. 

Chapter III lists and discusses the exemptions to the Anti- 
Trust Laws for private agreements in the United States; a 
substantial part of it is of general interest. 

Chapter IV contains a long, closely argued and extremely 
interesting discussion of the problems presented by large concerns. 
I cannot deal adequately with this highly controversial subject in 
the space of a review. Dr. Corwin Edwards divides the subject 
into three main headings : 

(a) Monopoly (and monopsony), where one concern controls 
(or buys) a substantial part of the output of a product. Here he 
distinguishes between the single-plant monopoly and the large 
business unit with many plants, and concludes that, for the latter 
at any rate, much might be done to break bigness without de- 
creasing efficiency, but that ceilings on size are impracticable and 
undesirable, and that policy must proceed by attacks upon 
particular examples of excessive power, the test being the power 
to exploit and the power to coerce. I found this section less 
convincing than most of his book, not only because of the diffi- 
culties of applying his test. He does not really discuss whether 
oligopolistic competition is better or more efficient than monopoly ; 
yet surely no other form of competition could be achieved by 
breaking up many plant monopolies. And, even if it is, may nota 
hindrance to growth be more serious than Dr. Corwin Edwards 
fears, even for his careful proposals designed to minimise this 
danger? And may not a case-by-case approach increase lobby- 
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ing? Finally, can one safely leave decisions on these points to 
the Courts? >: 

(b) Vertical integration; here Dr. Corwin Edwards is critical 
of disproportionate integration, where a large concern buys from 
or sells to its own competitors at some stages, and particularly 
where at one stage it has a legal monopoly and at others operates in 
competition with other firms. He would prohibit a concern which 
enjoys a monopoly at one stage from also undertaking commercial 
activity in which monopoly is unlawful, and he would challenge, 
though not prohibit, substantial disproportion at different stages. 
Here I do not accept his argument; it is merely the monopoly at 
one stage, not the disproportions, which gives the power to exploit. 
It may be technically impossible to control effectively at one stage 
only where a concern operates at different stages; and this is an 
argument against allowing monopolies created by law at one 
stage from operating at other stages. But the basis for such a 
policy is slightly different from that given by Dr. Edwards. 

(c) Giant size, even in diversified fields, where the strength is 
derived from the variety of tactics that can be used, including an 
advantage in litigation, politics, public relations and finance. 
Here the present law provides no protection, and should, Dr. 
Corwin Edwards considers, be amended or supplemented. Besides 
proposing various environmental changes designed to remove the 
conditions and privileges that strengthen large and weaken small 
corporations, he would establish a rebuttable proposition against 
bigness in excess of some relatively high level of size, a size 
“ appropriate to technological and administrative efficiency in our 
larger scale industries.” There would be relatively few cases to 
handle. Some of the comments I made on (a) above also apply 
here. 

In Chapter V Dr. Corwin Edwards deals with safeguards against 
coercive and exploitative behaviour on the part of large concerns 
whose size must be tolerated for technological and administrative 
reasons, if for no others. He believes that “ although such safe- 
guards are desirable, the possibility of devising them ‘s very 
limited.” For ‘‘ nothing would be gained by using the power of 
government to deprive large enterprises of a venturesome spirit or 
to induce them to compete half-heartedly, with a regard for the 
interests of their competitors similar to that which is produced by 
collusive agreements.” Something can be, and under existing 
laws is, done to prevent coercive activities ; this could be strength- 
ened in some ways. Exploitative activities are more difficult 
to deal with. I would particularly draw readers’ attention to 
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pp. 182-5 dealing with the possibility of control through govern- 
ment surveillance. Dr. Corwin Edwards particularly attacks 
government participation in management. Among other excel- 
lent remarks he says that “‘ such arrangements are frankly based 
upon an inability to prescribe in advance the public policies to which 
business shall conform, for if such prescription is possible other 
methods of regulation are sufficient. In the absence of a definite 
public policy, the government officials who assume managerial 
responsibility are unguided and unchecked, relieved of public 
responsibility for their acts and surrounded with a protective 
cloak of secrecy which conceals their errors and misdeeds. Pro- 
tection of the public interest becomes a gamble upon their foibles.” 

With the remaining three chapters I can deal only summarily ; 
they are more particular to the United States than the earlier 
chapters. Chapter VI, on entry and access, contains some inter- 
esting points in the earlier part, but is less noteworthy or novel on 
patents. Chapter VII, on the relation of the competitive policy 
to regulation in other fields, includes a plea for using as far as 
possible global rather than specific controls. I would accept 
much of his general argument, though I do not believe that 
taxation, government buying, etc., can really serve as a substitute 
for price control where privately owned monopolies are established ; 
but I fully agree with Dr. Corwin Edwards’s objections to price 
control. Surely, if there is a case, as there often may be, for 
monopoly operation, the real alternative to be considered is 
publicly owned monopolies ? 

Chapter VIII, on administration, lists six administrative 
functions implicit in a policy of competition, criticises the present 
method of administration in the United States, in particular the 
inadequate staff (about 310 in the Anti-Trust Division of the 
Department of Justice and 670 in the Federal Trade Commision), 
argues that the law-enforcement agencies should be equipped with 
other weapons in addition to litigation, and urges the establish- 
ment of an agency to carry full responsibility for developing and 
applying the policy of competition. But Dr. Corwin Edwards 
concludes, no doubt rightly, that “in spite of gaps in policy and 
difficulties in administration, the United States is foremost among 
nations of the world in reliance upon a policy of competition, in 
the extent of the laws with which it has supported that policy, and 
in the vigour and power of the administrative agencies created to 
apply these laws.” 

No review can do justice to the vast number of points so 
admirably and succinctly handled in the book. It is one 
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that should be read by all those interested in the control of 
monopoly. 
RutH CoHEN 
Newnham College, 
Cambridge. 


The History of the Gas Light and Coke Company 1812-1949. By 
Strrtinc Everarp. (London: Ernest Benn, 1949. Pp. 
428. 63s.) 


THERE are alternative ways of writing the story of a corporate 
undertaking. This one is written primarily as a series of bio- 
graphical studies of the character and work of the successive 
Governors who controlled the Gas Light and Coke Company from 
its inception in 1812 to its nationalisation in 1949. But behind the 
human figures who dominate this history the author sketches in 
the changing picture of what began as the first gas company in the 
world and finished as the largest. The human story is brightly and 
competently told; sufficient is revealed of the background to show 
in some detail what remains little-known territory in our economic 
history. 

The group of merchants and professional men who founded the 
“Chartered Gas Company ” towards the end of Napoleon’s wars 
had to meet formidable problems. Public gas supply was an 
unknown technique, an entirely new commercial venture. The 
company had to translate the wild optimism of an inventive genius 
into a business enterprise, by trial and error, experiment and 
improvisation. What was the best type of carbonising plant ? 
How could gas be purified effectively and conveyed safely into 
people’s homes? What was the optimum size of unit in gas 
supply? How should the accounts be kept? How could gas 
charges be levied (and collected) before gas meters existed ? 
There were problems, too, which are less immediately obvious in 
retrospect—for instance, how to find skilled mechanics in a 
London as yet untouched by the industrial revolution which had 
already transformed the Northern towns. And there was direct 
competition to be faced; for other gas companies, with or without 
statutory powers, were soon laying their pipes in the same streets 
as those of the Chartered Company. 

By the middle of the century, however, competition was being 
replaced by local monopoly, subject to some degree of statutory 
regulation. Direct competition between public-utility under- 
takings, duplicating mains in each street and increasing the margin 
of unused capacity, is a text-book case of waste of resources, 
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where the consumer is better served by regulated monopoly. But 
this history reveals that, at any rate in the short run, gas tended to 
be cheaper under direct competition, and that the pressure to 
establish local monopoly came not from consumers or public 
authorities, but from the gas companies themselves. Did the 
consumer lose or gain in the end from monopoly in gas supply? 

One way of ending direct competition was to buy out the 
competitors; this, from time to time, the Gas Light and Coke 
Company did. But long after local monopoly had been estab- 
lished, the same process of absorbing other undertakings con- 
tinued—between 1869 and 1884, for example, the business of the 
Company increased elevenfold, largely as a result of amalgam- 
ations—and this form of expansion continued into the 1930s, 
when the Gas Light and Coke Company was supplying one-sixth 
of all gas sold in this country, serving 14 million consumers 
between Windsor and Southend, and controlling thirty other gas 
companies through a holding company. What were the motives 
behind this continued expansion? The search for greater profits ? 
The belief that size means strength or stability? The pursuit of 
greater efficiency? And did size yield greater efficiency? This 
book provides no answers, but it does give clues enough for further 
investigation. 

Barely a generation after direct competition was brought to an 
end in London’s gas supply the competition of electricity had to be 
faced—and grew increasingly severe over the succeeding years. 
The Gas Light and Coke Company deliberately avoided going into 
the electric-lighting business, as its contemporary companies in 
America, for instance, were widely doing. Why? The manage- 
ment seems to have combined enterprise—for instance, in starting 
public gas supply in the first place or, in later years, building the 
huge Beckton gasworks down the river, to supply London through 
great trunk mains—with a certain conservatism—as in discourag- 
ing early consumers from using gas for purposes other than lighting, 
or in eschewing any venture into electricity supply. Was it that 
policy was dominated by men who were first and foremost gas 
engineers ? 

Having, however, decided to keep all its resources in gas, the 
Company began to show outstanding energy in fighting the in- 
truder. Gas-lighting methods were improved, new non-lighting 
loads built up, the pre-payment meter adopted to tap new strata of 
demand, and the arts of publicity and service increasingly applied. 
Competition indeed proved, and has remained, the life of trade in 
gassupply. But in one direction the Company was not among the 
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pioneers. Electricity made great headway after the First World 
War by adopting “ promotional ” tariffs, which have a justification 
both on the sides of cost and market conditions; the Gas Light and 
Coke Company left other undertakings to give the lead in respond- 
ing with promotional gas tariffs. Why? Was it the engineers 
again? Or the accountants ? 

The History of the Gas Light and Coke Company is a fascinating 
book, combining wit and scholarship. Perhaps it may encourage 
further studies of public-utility economics, for it prompts more 
questions than it answers. 


Puitie CHANTLER 
London. 


The Economics of Agriculture. By R. L. Conen. (Cambridge 
Economic Handbooks, London: Nisbet, and Cambridge 
University Press, New Edition, 1949. Pp. xii + 216. 6s.) 


In a short book on this subject, on which there are, in this 
country, comparatively few text-books of native origin and no 
established conventions as to method of treatment, an author faces 
the problem of allocating a restricted amount of space among a 
series of topics which compete for inclusion. He must decide 


whether to give the reader a theoretical exposition or an account 
of the economic organisation of agriculture, or in what proportion 
to blend these two ingredients; and how far to mix them with an 
analysis of the concrete economic problems of the farming industry 
at different times and places and with criticism of actual and 
possible measures of State policy. Whatever choice he makes, he 
may encounter criticism from readers and reviewers who would 
have preferred a different emphasis. 

Miss Cohen’s book, which was first published in 1940 and now 
appears in a revised edition, is written with primary reference to 
British conditions, but it is intended, the author explains, “‘ to 
give some idea of the economic problems associated with agri- 
culture in all of the main types of farming in the world.” It is 
divided into three sections. A first group of chapters is concerned 
with agriculture under static conditions, and discusses the theory 
of diminishing returns in relation to intensity of production and 
localisation, the factors affecting the sizes of farms and of farm 
businesses, and agricultural marketing. Then follow chapters 
devoted to the adjustment of agriculture to changing economic 
conditions, and analysing the nature of supply and demand for 
agricultural products and the effects of seasonal, secular and 
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cyclical changes. The book ends with a critical survey of “‘ State 
Intervention in Agriculture.” 

Miss Cohen approaches the subject as an economic theorist. 
The task which she seems to have set herself is that of working out 
the application of elementary economic analysis to the special 
conditions of agriculture. Her book is an able and lucid study of 
this theme. The differences between agriculture and other in- 
dustries are explained, and the characteristic features of agri- 
culture, deriving from its dependence on matural processes, are 
shown to create a characteristic type of enterprise, standing in a 
characteristic relation to the rest of the economic system and with 
its own characteristic type of reaction to economic changes. The 
familiar economic problems of the farmer are seen to depend 
mainly on the scale of his operations, his predominant use of family 
labour and on the nature of the demand for his principal products. 

This method of treatment naturally leads the author to give 
greater prominence, in much of her exposition, to abstract argu- 
ment than to concrete fact, and a reader whose eye is primarily 
on practice may be inclined to complain that she shows less interest 
in agriculture for its own sake than as the basis for an exercise in 
economic theory. He will, for instance, learn more about von 
Thiinen’s theory of agricultural localisation than about the actual 
facts of localisation in different parts of the world, and he will find 
more attention given to the economic factors theoretically affecting 
the size of farms and farm businesses than to the social and legal 
influences which he is told (p. 71) are often more important in 
practice. One of the most noticeable omissions is the absence of 
any systematic discussion of land tenure ; a brief mention is all that 
is given (p. 69) to the long series of statutes on this subject which 
make up the greater part of the agricultural legislation of this 
country in the period before the First World War and to the not 
inconsiderable addition made to it by the latest Agriculture Act. 

To rectify these omissions would obviously have meant either 
a longer book or the exclusion of something else, and it is not 
obvious that any of the existing material could have been left out 
without disadvantage. But greater attention to actual situations 
and concrete issues might, nevertheless, have enabled the author to 
illuminate a little more fully some of the problems with which 
her book sets out to deal. 

Most of what Miss Cohen has to say on questions of agricul- 
tural policy is contained in her final chapter. It is a wide field to 
cover in one single chapter, and the task does not seem to have been 
made easier by the attempt to incorporate the revisions necessary 
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in order to bring the discussion up to date without modifying the 
original framework of the chapter. The reader is given an analy- 
tical summary which sorts out and classifies the different kinds of 
things Governments may try to do in relation to agriculture, bit 
there is no general picture of the whole complex of measures of 
which British agricultural policy, either before or since the war, has 
been made up. The treatment is somewhat abstract and con- 
densed, and the reader who turns to this chapter for a discussion, 
in the context of current experience, of such problems as those of 
guaranteed prices and consumer subsidies, may feel some dis- 
appointment when he reads (p. 209). ‘These are complicated 
questions into which we cannot further enter here.” 

A fuller treatment of these problems would probably have made 
the book welcome to a wider public. As it is, however, it will 
certainly remain an excellent text-book for students and specialists, 
for whom, presumably, it is primarily intended, and among whom 
the reputation of its first edition is already firmly established. 

E. F. Nasu 
University College of Wales, 
Aberystwyth. 


Readings on Agricultural Policy. Edited by O. B. JEsNzEss; 
sponsored by the American Farm Economic Association. 
(Philadelphia: The Blakeston Company, 1949. Pp. xi + 
469. $4-75.) 


THESE articles on agricultural policy have been drawn largely 
from the Journal of Farm Economics, from Post-war Agricultural 
Policy, prepared in 1944 by the Committee on Post-war Policy of 
the Association of Land-Grant Colleges and Universities, and from 
The Farm Policy Forum, published in 1948. 

The collection is divided into four parts. First come five 
background articles, all, except the first, of a somewhat popular 
sort. The second part, on price and production adjustment, 
occupies nearly 200 out of the 440 pages of text. It begins with 
a useful summary of agricultural policy between the wars by Dr. 
Chester C. Davies, and continues with a great many articles which 
mainly either criticise the method of helping farmers by aiming at 
“parity prices’ achieved by production restriction, or suggest 
alternatives. Most of the articles make sensible suggestions; 
many of them are well put. But most were written without 
regard to the others; and many of the same points are made over 
and over again. This is not the fault of the authors, who were not 
writing for this collection. The Editor, I feel, has included too 
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many similar articles. The third part, on international trade and 
relations, contains articles which, although written between 1945 
and 1948, are already somewhat dated. This applies far less to 
the last article in this section, which contains a useful historical 
summary by Drs. Edward G. Cale and Oscar Zaglits of the partici- 
pation of the U.S.A. in inter-Governmental commodity-control 
schemes. The last part, called Land and Rural People, is mainly 
devoted to problems on the ownership and use of land; one, by 
Dr. L. C. Gray, provides a valuable summary of the problems 
facing the United States in this field, and how they are being dealt 
with. But it also contains a few articles on the problems of farm 
workers and of rural people generally. That from Family Farm 
Policy includes some useful statistics and a good brief summary of 
desirable measures. The remainder are very slight. 

This collection will not be as valuable as those made for the 
American Economic Association and also published by the Blake- 
ston Company. Many of the articles are too short, and often too 
topical and popular to bear reprinting. In parts, also, there is a 
great deal of repetition. The earlier Blakeston collections were 
more theoretical and more solid. On such a topic as agricultural 
policy it is difficult to produce a volume of articles written at 
different times, for different audiences, which does not appear 
rather slight. 

RutTH CoHEN 
Newnham College, 
Cambridge. 


The History and Social Influence of the Potato. By REDCLIFFE 
SataMANn, M.D., F.R.S. With a chapter on Industrial 
Uses by W. G. Burton. (Cambridge: University Press, 
1949. Pp. xxii + 685. 50s.) 


It is as though George Meredith had been summoned from 
the shades to write a romance Solanum T'uberosum, or The Amazing 
Tuber. “ You see,” said Mrs. Mountstuart, ‘‘ it has aneye.”’ We 
drive at it from every angle, archzological, literary, scientific 
and economic, and beginning with devil-worship—devils of the 
Brazilian forest we find surcease in alcohol. Archzology subserves 
anthropology, literature is supported by art with van Gogh’s 
** Potato Eaters’ for frontispiece, the scientific team includes 
herbalists and botanists, chemists and dieticians. The economist 
supplies theory and statistics—and history, hundreds of pages 
of this last. It is a rich feast, with its thirty-one plates, 105 
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figures, analytical index and indexed bibliography, and it is 
inscribed to the memory of Sir Daniel Hall. 

The book divides half-way, the first half being mainly scientific, 
the second mainly economic; and in the former I found two 
chapters of outstanding interest. Chapter 8 Names and Aliases, 
and Chapter 10 Potato Varieties (with its account of the various 
potato diseases). We all eat bread, and next to none of us have 
grown it. We all eat potatoes, and most of us raise them, being 
conscious at first hand of this season’s shortage and last season’s 
glut. When harvested, they need no processing—were tobacco 
in the same case, the budget would be fatally unbalanced. 

The name of the potato among the Incas of Peru was papa, 
and as such the root was taken by the Spaniards to Europe, but 
there it had to be dropped because it competed impiously with 
Papa, the Pope. England ended with “ potato” from batata, 
the sweet potato, a native of the West Indies, with which it was 
confused. When the American colonists introduced Solanum 
Tuberosum from the British Isles, they called it Irish potato. 
Germany arrived at Kartoffel via cartoufle (Fr.) tartuffo (Ital.) 
(= truffle or earth testicle). The elegants of Paris found the 
new root gross, and at first named both it and the Jerusalem 
artichoke Topinambour, after a captured Brazilian warrior; 
then leaving this name to the artichoke, France adopted pomme 
de terre for the potato, from the Dutch Erd-appel. Being a very 
common food it had a variety of nicknames e.g., pratie (from 
patata) and tater, Murphy, cf. Paddy, or was one Murphy a 
particularly successful grower? and spud from the digging fork 
(cf. spade). In the Slavonic countries it was named after the 
Greek BvABos. 

The potato, since it would grow at a great altitude, helped 
the aboriginals across the Andes; but though undoubtedly its 
provenance is the Andes, it is in dispute whether it came to 
Europe from the North or South of the mountain chain. Russian 
scientists for botanical reasons urge the latter; our author, 
however, contends that the time factor is against this view, and 
thinks that potatoes of the Chilean type may have reached the 
Spanish Main via Venezuela and been taken thence to Europe. 
What is certain is that the potato was new to Europe but known 
in Spain as early as 1570. Professor Earl Hamilton has found 
mention of potato purchases by the Hospital of Seville for 1573. 

In Chapter 10 Dr. Salaman speaks with special authority. 
For the potato is not only his hobby but his profession : to the 


fight against potato disease he has devoted his life. Chronologically 
No. 238—vOL. Lx. DD 
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the story runs thus. About 1775, with the agricultural revolution 
in spate, the appearance of leaf curl, a virus disease; followed 
in 1845-46 by the pandemic blight phytopthora infestans, which 
wrecked Ireland; followed at the close of the century by a new 
enemy, wart disease. Plant breeders and seedsmen, assisted 
finally by laboratory research, made headway by selecting 
varieties resistant to the several diseases, but all in turn fell down. 
Either they succumbed to curl or proved susceptible to blight or 
collapsed before a new enemy 

The reply of modern science has been as follows. Against 
wart disease, a fungus, a pest-control inspector discovered an 
immune variety, which was tested out on the trial grounds of 
John Snell in Ormskirk, Lancs. The Potato Synonym Committee 
(with which our author was connected) continued the work, 
obtained the removal of numberless pseudonyms “ with help 
from leading seedsmen and bitter opposition from the trade,” 
and required for every new variety a certificate of resistance to 
wart disease. Mendelian-trained botanists with enlightened 
Government support, accomplished the job. 

Against potato blight, also a fungus, blight-resistant varieties, 
bred at Barley, the author’s home, were transferred in 1926 to 
the Potato Virus Research Institute at Cambridge, which he 
directed. Resistant types were bred from wild varieties 
hybridised with domestic stocks. But this was just one part 
of the battle front, and work once done was not done for ever. 
New biotypes of fungus appear, which have to be studied and 
countered. 

Leaf curl, a virus, was originally regarded by seedsmen as 
degeneration ; science has shown it to be an infection by a minute 
germ called a virus. With wart or blight fungus you can select 
infection-free tubers, but in curl all the tissues of the plant are 
infected. It is a dual battle against the carrier green-fly and 
its infected food. The goal is a virus-free stock, raised on aphis- 
free land. An approach to this has been found in Islay, a western 
Isle of Scotland, happily located between Northern Ireland and 
the Scottish Highlands. Curl reduces the yield by 10-20%, 
and therefore the value of pure stock is two fold—it releases 
good land for other uses, and it opens up the possibility of a large 
export trade in virus-free stock. 

But there are two new enemies: the Colorado beetle, which 
can now be air-borne, and eelworm, against both of which science 
is deploying its resources. The potato, says our author at this 
point, is worth fighting for because it responds so well to treat- 
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ment. “The prominent position which it has made in the lives 
of the people, is due as much to the inherent plasticity of the 
species, as to man’s ingenuity in making use of it.” 

At Chapter 11 Dr. Salaman turns economic historian, and 
writes as such till nearly the end. There are chapters on Ireland, 
century by century; chapters for Scotland, the Highlands and 
Lowlands; chapters for England and Wales, with short chapters 
also on St. Helena, Tristan da Cunha and Jersey. He might 
have taken us through Europe, country by country, but he has 
mercy on us, and contents himself with the statue of Sir Francis 
Drake, ‘‘ who spread the use of the potato in Europe a.p. 1580 ”’ 
in Offenberg, Baden, which the Nazis pulled down in the late 
war. 

The broad idea of his history is quite clear. In some countries, 
outstandingly Ireland, the potato was the instrument of domina- 
tion, exploitation and disaster. In others, such as the Scottish 
Lowlands, Lancashire and Jersey, it was a valuable cash supple- 
ment in an enlightened rural economy. His feeling for Ireland 
is expressed in the sentence ‘“‘ There are peoples, of which the 
Irish and the Jews are outstanding examples, the major part of 
whose long history is a record of suffering and tragedy”; and 
he is determined to prove his thesis to the hilt. I think he does, 
but at the expense of balance, and by the inclusion of much 
extraneous matter, provided only that it includes an Irish wrong. 
I think he would regard it as wicked to suggest that a recklessly 
breeding country was rather fortunate in having as neighbour 
an Industrial England, which provided a good market for its 
provision and good jobs for its navvies, and superlatively fortunate 
in having across the ocean a land of refuge with unbounded 
opportunities. Sometimes I feel the author, in his effort to get 
Ireland right, gets England wrong. ‘‘ At the time of the Union 
(that is, 1800) about nine-tenths of the Irish population was 
subsisting almost entirely on a single source of food, the potato, 
whilst at home in England the working-classes were a meat- 
eating people who insisted on wheat bread and beer. . . . Neither 
Irish farmer nor peasant had any security of tenure, a benefit 
which the unwritten custom of centuries had secured for the 
English.” His picture is too fair for England, and too black for 
Ireland. For surely neither Lord Palmerston nor Lord 
Castlereagh were landlords of the type which he chastises. 

I confess that I was relieved when towards the end of the 
book he turned to other things: to implements, the statistical 
relation between potato and bread consumption, war-time 
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allotments and, a charming finale, The Potato in the Realm of 
Art. When the mahogany dining-table came into fashion, 
there had to be dish-rings to keep the potato from staining the 
table. ‘‘ Hot Potatoes, buy my Hot Potatoes.’’ You did, if you 
were escorting a lady, in order that she might put them in her 
muff to keep her hands warm. I remember as a young man 
walking in Switzerland through a field of beautiful flowers, 
without knowing that they were potatoes. Still less of course 
did I know that in order to popularise the potato ‘ Louis XVI 
accepted a bouquet of potato blooms from Parmentier, and Marie 
Antoinette wore one in her hair.” 

In the index to the Wealth of Nations potatoes is the entry 
preceding Potosi, but I was wrong in expecting that whatever else 
might be omitted by Dr. Salaman, this quotation at least would 
figure at fulllength. “‘ The chairmen, porters, and coal heavers in 
London, and those unfortunate women who live by prostitution, 
the strongest men and the most beautiful women perhaps in the 
British Dominions, are said to be, the greater part of them, from 
the lowest rank of people in Ireland who are generally fed with this 
root.” (Wealth of Nations, Bk. I, Ch. XI, Pt. II. Ed. Cannan, 
Vol. I, p. 162.) It was not, I suggest, from fear that Adam Smith 


advocated the Union. 
C. R. Fay 
Cambridge. 
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NOTES AND MEMORANDA 


OBITUARY 
Dr. J. N. Keynes (1852-1949) 


Dr. JoHN NEVILLE KEyNEs was born at Salisbury on August 
31, 1852, to John Keynes and his wife Anna Maynard Neville. 
The Keynes family came originally from Normandy, and the 
name is said to be derived from that of a place called Cahagnes in 
that province. Dr. Keynes’s father inherited a manufacturing 
business, but early relinquished it to his brother and developed a 
line of his own in scientific floriculture. In this he won a high 
reputation, and near the end of his life became Mayor of Salisbury. 
Among the neighbours and friends of the family were the Fawcetts, 
and Henry Fawcett (whose father William had founded a drapery 
business in the town) was influential in persuading John Neville 
Keynes’s parents to allow him to embark on an academic career. 

After studying at University College, London, Keynes entered 
Cambridge University as a member of Pembroke College. He 
took the Moral Sciences Tripos, which then included political 
economy, and was Senior Moralist in 1875. In 1876 he became 
Fellow of Pembroke, and in the same year Fellow of University 
College, London. In the course of his fellowship he filled the 
office of Bursar at Pembroke. 

In 1882 Keynes married Florence Ada, daughter of the Rev. 
Dr. John Brown of Bedford. His wife, who survives him, has 
played a prominent part in the municipal life of Cambridge, has 
been mayor of the town, and has published, in 1947, a most in- 
teresting book of studies entitled By-ways in Cambridge History. 
(I have to thank Mrs. Keynes for her kindness in giving me 
information and answering my questions about incidents in the 
life and work of her husband which are not on public record). 

Shortly after his marriage Keynes and his wife moved into 
the house, 6 Harvey Road, which he had built. There he spent 
the rest of his life, and there Mrs. Keynes still dwells. The 
original wall-paper (one of Morris’s) remains on the walls of the 
dining-room, little the worse for its sixty-eight years of wear. 
The Keyneses had two sons and one daughter. It is needless to 
enlarge here on the splendid gifts and the manifold practical and 
theoretical achievements of the eldest son, John Maynard, who 
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became Baron Keynes of Tilton. The younger son, Geoffrey, a 
distinguished surgeon, is well known to another circle as a biblio- 
grapher and authority on the works of William Blake. The 
daughter, Margaret, married the physiologist Professor A. V. 
Hill. Intellectual distinction persists in the next generation, for 
two grandsons are numbered among the younger Fellows of 
Trinity and one among those of King’s, and all three appear to be 
on the threshold of brilliant scientific careers. 

Keynes’s activities at Cambridge were a mixture of teaching, 
research, and administration, all performed with great thorough- 
ness and efficiency. In Keynes’s early years at Cambridge 
G. F. Browne, afterwards Bishop of Bristol, was working at a 
scheme for local examinations and lectures under the auspices of 
the University. Keynes worked with Browne, and succeeded him 
as Secretary to the Local Examinations and Lectures Syndicate 
when an ecclesiastical appointment took Browne away from 
Cambridge. Keynes was university lecturer in Moral Science 
from 1884 to 1911, Chairman of the Special Board of Moral 
Sciences from 1906 to 1912, and Chairman of the Special Board of 
Economics and Politics from 1908 to 1920. He became Registrary 
of the University in 1910, and held that office until 1925. Before 
his appointment as Registrary he had already acted as Secretary 
to the Council of the Senate. After his retirement, at the ripe 
age of seventy-three, he enjoyed another twenty-four years of 
mental and physical health and happiness, paying until 1939 
frequent visits to the Continent, where he made an extensive col- 
lection of the butterflies of Central Europe. Until an advanced 
age he played golf, often with his friend and colleague in moral 
science, the late Professor Sorley. He was interested to the last 
in his very fine collection of stamps. 

Keynes was actively involved in the proceedings which led 
to the separation of economics from moral science at Cambridge. 
These began with the presentation to the Council of the Senate 
of a memorial, signed by 131 prominent members of the Univer- 
sity, asking for the appointment of a Syndicate to inquire into 
and report on the best means of enlarging the opportunities for 
the study in Cambridge of Economics and associated branches of 
Political Science. Keynes’s name is not among the signatories; 
but, when such a Syndicate was appointed in May 1902, he was 
one of its members. The Syndicate reported on March 4, 1903, 
recommending the foundation of an Economics Tripos, and Keynes 
signed this report. On October 21, 1903, the General Board 
issued a report recommending the establishment of a Special 
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Board for Economjes and Politics. Keynes was appointed to 
this new Board on June 13, 1906. The first examination in the 
Economics Tripos was held in the Easter Term of 1905, and Keynes 
was an examiner then and again in 1907. 

Keynes’s most important contributions to knowledge were in 
formal logic and in the logic and methodology of economics. 
His Studies and Exercises in Formal Logic was first published in 
1884. In its original form it contained 414 pages, but it was 
revised and enlarged in successive editions and contains 548 pages 
of a larger format in the fourth and final edition of 1906. It soon 
became a standard text-book, and it has been reprinted in recent 
years. 

It is an extremely good book, far and away the best which 
exists in English on the old-fashioned formal logic and its main 
developments in the nineteenth century. Keynes settled a 
number of ancient and troublesome controversies by drawing the 
necessary distinctions and embodying the results in clear defini- 
tions. In this respect his contributions to the discussion of con- 
notation and of existential import and his distinction between 
what he called “ conditional ”’ and “ hypothetical ” propositions 
were particularly valuable. Another admirable feature of the 
book is the treatment of logical diagrams, with its clear recognition 
that Euler’s diagrams have certain existential implications which 
need to be made explicit if fallacies are to be avoided. In this 
connection Keynes showed that, except in the case of the universal 
negative proposition, an alternation of several of Euler’s diagrams 
is needed to cover precisely the amount of knowledge and ignor- 
ance expressed by each of the four standard forms A, E, I and O. 
The extreme clumsiness of this system for diagrammatic illustra- 
tion of the various moods and figures of the syllogism then 
becomes painfully apparent. 

In the first edition of Studies and Exercises the last Part, 
consisting of 125 pages, is devoted to a treatment of the logic of 
“complex propositions,” i.e., propositions which are in the A, E, I 
or O form but whose subjects and/or predicates are (in the most 
general case) disjunctions of conjunctions of simple terms and 
their contradictories. In the latest edition this topic is relegated 
to a long Appendix, but it remains an important part of Keynes’s 
contribution to formal logic. The problem had been treated in 
England in various ways by de Morgan, by Boole and by Jevons, 
and in Germany by Schréder, and Keynes was, of course, well 
acquainted with their work. His originality consisted in devising 
and clearly formulating simple, elegant and powerful methods of 
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treatment, which involve no technical mathematics and depart to 
the least possible extent from the traditional logic of “‘ simple ” 
propositions. 

A great merit of Studies and Exercises is the vast number of 
interesting and ingenious problems and theorems in formal logic 
which it provides as practice for the student. Very many of 
these are marked “ K,”’ and these were devised by Keynes himself. 
The only rivals to them are the numerous examples marked 
“J.” These are due to that very great Cambridge logician 
W. E. Johnson of King’s. Keynes always received and always 
generously acknowledged great help and inspiration from Johnson. 
In this connection I cannot resist quoting from a letter which I 
received from the late Lord Keynes soon after Johnson’s death 
in 1931: 


‘ He used, when I was a child, regularly to lunch at Harvey 
Road with my father; I should think almost once a week. 
My father was then writing his book on logic, which would 
frequently be a matter of conversation and discussion. 
They seemed to me in those days to sit endlessly over the 
meal, and I would be in a fidget to be allowed to get up and 


go. . 


When Keynes became Registrary Johnson took over from him 


the task of lecturing on Logic for the Tripos. 

Keynes’s one book on Economics, The Scope and Method of 
Political Economy, was published in 1890, and went into a second 
edition in 1897. My opinion on points of economic detail would 
be of no value, but, speaking as an interested outsider, I may say 
that the book seems to me to have the characteristic merits of 
Keynes’s logical writings. It replaces vagueness and muddle, 
which had led to long-continued and profitless controversy, by 
clearly drawn and defined distinctions. The two conceptions of 
economics as a positive, abstract, deductive science, on the one 
hand, and as an ethical, realistic, inductive science, on the other, 
are clearly distinguished and discussed in the Introduction. Then 
a valuable distinction is drawn between economic uniformities, 
economic ideals, and economic precepts, and in the light of this 
the relation of political economy to morality and practice is fully 
discussed. In the next two chapters Keynes considers the nature 
of economics as a positive science and its relation to general 
sociology. After a chapter on the nature and limitations of 
definitions in political economy there follow three chapters on 
method, one on the method of “ specific experience ” generalised 
inductively, one on the deductive method, and one on symbolical 
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and diagrammatic methods. Next comes a chapter on the 
relation of political economy to economic history, with a valuable 
appendix on the limits of the validity of economic doctrines. 
The book ends with a chapter on the use of statistics in economic 
inquiries, followed by a note on the main precautions needed in 
using statistics in economic reasoning. _ Keynes’s book probably 
remains to this day the most important contribution made by an 
Englishman to a topic which has been much neglected in this 
country, though cultivated intensively by German economists. 
Unfortunately, both of Keynes’s books are at present out of 
print. 

Keynes supplemented this book by contributing a number of 
important articles on allied topics to Palgrave’s Dictionary of 
Political Economy. His main interests are well shown by the 
following titles: Analytical Method, A posteriori Reasoning, A 
priori Reasoning, Deductive Method. He corresponded frequently 
with Palgrave, and a considerable number of Palgrave’s letters to 
him survive among his papers. 

The large and distinguished congregation at the memorial 
service in Pembroke College Chapel, and the moving brief address 
by the Master, bore witness to the affection and respect in which 
Keynes was held. It was a fitting tribute to an eminently useful 
unpretentious life of clear, honest thinking and hard efficient work 
in the service of science and of the University of Cambridge. 

C. D. Broap 
Trinity College, 
Cambridge. 


Professor Pigou adds the following personal recollections of 
Dr. Keynes :— 


I have two principal memories of Dr. Keynes, first as having 
examined with him in the early days of the Economics Tripos, 
secondly as having sat on the Economics Board for a number of 
years under his chairmanship. 

The first time I examined, as a very nervous recruit, Dr. 
Keynes was chairman of the examiners, and I corrected some 
papers along with him. I remember feeling very shaky about 
my placings and a great sense of relief when I found that they 
agreed substantially with his. He had what, I imagine, was a 
very unusual method of dealing with examination papers. He 
would split them up, reading everybody’s answers to the first 
question separately, mark them, and then go on to treat all the 
other questions in the same way. I don’t know whether even he 
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would have found this method practicable with the present 
enormous number of candidates : but in those days the Economics 
Tripos was very small. Nobody working with him could have 
failed to be impressed with his carefulness and fairness. 

When Marshall retired from the professorship, Ward, Master 
of Peterhouse, became chairman of the Special Board of Econo- 
mics and Politics for a few years. Dr. Keynes succeeded him in 
1908, and continued to preside over a very youthful Board until, 
to everybody’s extreme regret, he insisted on resigning in 1919. 
I always think of him as far and away the best chairman I have 
ever had to do with. Perfectly courteous and always completely 
unruffled, his mere presence seemed to prevent pointless loquacity ; 
so that everything went through smoothly and all with surprising 
speed. I personally owe him a very great deal for help and 
guidance in the days when I was the youngest professor in the 


youngest tripos. 
A. C. Pigou 
King’s College, 
Cambridge. 





CLARA E. CoLuteT (SEPTEMBER 10, 1860—AuGuST 3, 1948) 


In the account of the Society’s Jubilee (Economic JOURNAL, 
1940, p. 403) it was stated that, of the two hundred persons present 
at the meeting (November 20, 1893) to found the ‘‘ Economic 
Association,” ‘ sixty-three were already sufficiently distinguished 
fifty years ago to be particularly mentioned by name.” Clara 
Collet was one of eight of these who survived in 1940; her death 
reduced the number to three.t “ Miss Collet alone can claim that 
she has contributed both to our first and our fiftieth volume.” 
In the first she wrote on Women’s Work in Leeds, in the fiftieth an 
obituary notice of Henry Higgs. 

It is not necessary to discuss whether Miss Collet was primarily 
economist, statistician or Civil Servant, for she states (R.S.S. 
Journal, 1945, p. 483) that in 1885 she began to describe herself 
as a “student of social conditions.” Her subsequent career 
showed how the student developed into an investigator, into the 
principal authority on women’s occupations, and into a reformer. 

Clara Collet was educated at the North London Collegiate 
School, soon after leaving which she became an assistant mistress 
at Wyggeston Girls’ School, Leicester, and held that post from 
1878 to 1885. In 1883 she began to study Political Economy for 


1 One only since the deaths of Dr. J. N. Keynes and Dr. L. L. Price. 
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the London M.A. in Philosophy. It is not clear what aroused her 
interest in the subject. She was reading Adam Smith, J. S. Mill 
and Ruskin, and heard a lecture on “ Art and Socialism ” given 
by William Morris in Leicester in January 1884. It was in this 
period that the ferment of socialism was stirring in England; 
when I myself was at Cambridge, 1888-92, the Ruskin v. Mill 
(one-sided) controversy, Henry George’s Progress and Poverty, 
William Morris’s News from Nowhere, Bellamy’s Looking Back- 
ward and Llewellyn Smith’s Story of the Dockers Strike of 1889 
were the subjects of much undergraduate discussion. 

Returning to London Miss Collet attended Professor Foxwell’s 
lectures among others at University College, and took her M.A. 
degree in 1885—the first woman graduate in political economy she 
would say. Evidently she became acquainted with the group of 
men and women actively interested in social problems at that 
time. In 1890 she was instrumental in founding the Economics 
Club, which for many years held monthly meetings at University 
College ; here economists and Civil Servants (Foxwell, Edgeworth, 
Marshall, Higgs, Hawtrey and others) read papers, which were 
followed by stimulating discussion, and often expanded and pub- 
lished. The Club now meets at the London School of Economics. 

Meanwhile, as early as 1886, Miss Collet began to take part in 
Charles Booth’s survey of Life and Labour of the People in London, 
and was thus associated with the notable team of investigators 
that included Beatrice Potter, Llewellyn Smith and other well- 
known names. She wrote on women’s occupations with the 
accuracy, lucidity and economic background that distinguished 
all her work. Her subject had special importance at a time when 
much attention was given to the “sweated industries,” and the 
sequel at a later date was the establishment of Trade Boards and 
minimum wages in industries where wages were exceptionally 
low, with which she was concerned as an official of the Board of 
Trade. ; 

In 1893 the Labour Department of the Board of Trade was 
established with Llewellyn Smith as Labour Commissioner and 
Miss Collet as Chief Investigator for Women’s Industries. Till 
her retirement from the Ministry of Labour in 1920 her work was 
mainly anonymous, though at least two reports appeared over her 
signature and she contributed some articles to the Economic 
JOURNAL and to the Royal Statistical Journal. But she was a 
member of the Councils of the Royal Statistical Society (1919-35) 
and of the Royal Economic Society (1920-41) and of various 
committees of enquiry. Throughout her active life it was to her 
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that one naturally turned for help, if one was concerned with any 
problem of women’s work or wages. After her retirement she 
contributed to the New Survey of London Life and Labour a 
chapter on Domestic Service, 1930, still working with Sir H. 
Llewellyn Smith. 

Miss Collet’s interests were by no means confined to economics 
and statistics: for these reference may be made to her articles, 
partly autobiographical, entitled Charles Booth, the Denison Club 
and H. Llewellyn Smith (Royal Statistical Journal, 1945, p. 482) 
and Henry Higgs (EcoNoMIc JOURNAL, 1940, p. 546) and to the 
obituary notice in the Royal Statistical Journal, 1948, p. 252. In 
1936 she retired to Sidmouth with her brothers, and interested 
herself among other things in the history of her family; editing 
the tales of Joseph Collet, circa 1917, and John Collet; the last- 
named appeared in 1948 as T'he Letters of John to Eliza, a Four 
Years’ Correspondence Course in the Education of Women, 1806- 


1810. 
A. L. BowLey. 





CURRENT TOPICS 


By the death of Dr. L. L. Price on February 26, 1950, the 
Society has lost one of its few remaining links with its earliest 
years. His name appears as Honorary Secretary in the list of 
the first Council, printed on page 1 of the first issue of the 
Economic JournaL. He remained one of the Honorary 
Secretaries continuously until his death. We hope to print an 
obituary notice in a forthcoming issue. 





We record with great regret the death of Professor P. Barrett 
Whale, Brunner Professor of Economics in the University of 
Liverpool and a valued member of the Council of the Royal 
Economic Society. We hope to print an obituary notice in a 
forthcoming issue. 





The death is reported of Dr. J. A. Bowie, lately Principal of 
the School of Economics, Dundee, and well known as a writer 
and teacher on problems of industrial administration. 





Sir James Hight, for very many years correspondent of the 
Society in New Zealand, has, to our regret, resigned from that 
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position after his retirement from active teaching work in 
Canterbury University College, Christchurch. 


Professor F. A. Hayek, who has been appointed to a Chair 
at Chicago, has, to our great regret, resigned from the Council of 
the Society as well as from the Tooke Professorship of Economic 
Science and Statistics, which he held at the London School of 


Economics. 





Professor L. Robbins, Honorary Secretary, writes as follows : 
The Society will wish to offer its warmest congratulations to its 
Secretary, Mr. Austin Robinson, who has recently been elected 
toa newly established Professorship of Economics in the University 


of Cambridge. 


This Chair is additional to the Chair of Political 


Economy held by Professor D. H. Robertson, President of the 


Society. 





The Council of the Royal Statistical Society offer the Frances 
Wood Memorial Prize, value £30, for competition in 1950. The 
Prize is offered for the best investigation, on statistical lines, of 
any problem bearing directly or indirectly upon the economic 


or social conditions of the people. 


Competitors, who must be 


under the age of thirty years on January 1, 1950, but need not 
be Fellows of the Society, will choose their own subjects, but it is 
believed that original observation or analysis made in the course 
of the writer’s ordinary work or special research will afford useful 
material for papers. Essays must be sent to the Honorary 
Secretaries of the Royal Statistical Society, 4 Portugal Street, 
W.C. 2, not later than December 30, 1950, from whom possible 
candidates should obtain fuller information regarding the 


conditions of entry. 





THE following have compounded for life membership of the 


Royal Economic Society :— 


Clark, Colin. Holt, D. 

Cosmas, A. P. Laing, J. 
Dorfman, Prof. J. Leser, C. E. V. 
Goodwin, R. M. McCollin, E. 8. J. 


Graaff, J. de V. Mollett, A. L. 








Pesmazogulu, Dr. 
J.8. 

Sturch, N. L. 

Wymer, E. A. 

Yu, K. H. 
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The following have been admitted to membership of the 
Society :— 


Adams, P. F. 
Aggarwala, K. C. 
Appleton, 8. D. 
Ares, R. D. 
Arumugam, P. S. 
Asher, J. C. 
Aurora, J. R. 
Ayyar, K. L. V. 
Bailey, J. A. 
Balani, M. T. 
Balderston, W. 8. 
Bardgett, W. E. 
Barnes, L. W. C.S. 
Barros, J. M. M. 
Bartholin, P. 
Bath, A. A. 
Beckett, D. W. 
Beckwith, B. P. 
Benson, E. W. 
Berndt, R. 

Bhat, K. 8. H. 
Bhutta, P. H. 
Binhammer, H. 
Black, B. G. 
Black, C. 

Bloch, 8. 

Boddy, Prof. F. M. 
Boote, R. E. 
Brooks, R. H. 
Burgin, S. F. 
Bury, G. T. 
Butterworth, N. 
Cabell, M. E. 

_ Chakraverty, D. N. 
Chartrey, W. L. D. 
Chee, C. K. 
Cheenoff, B. 
Chellew, P. P. 
Chomchai, P. 
Chye, S. G. 


Clark, L. J. 
Clarke, T. 
Clifton, P. 

Cole, A. V. 
Copeman, G. H. 
Cottrell, H. C. 
Cowan, E. A. 
Crapper, C. 
Crawford, J. C. 
Crawley, D. 
Dakin, E. F. 
Dalal, 8. P. 
Dale, D. A. 
Dales, J. H. 
Dam, N. 
Dempster, W. 
De Meo, Prof. G. 
Desai, T. G. 

De Silva, M. M. E. 
Douglas, E. G. 
Duhaut, H. R. 
Ekserdjian, N. M. 
Elsdon, F. 
Fallows, D. R. 
Feld, Dr. H. N. 
Finch, C. C. 
Fisher, M. R. 
Foley, M. D. 
Forrest, Mrs. C. V. 
Fourie, A. 
Franklin, D. 
Gander, R. 8. 
Georgiades, L. P. 
Ghosh, D. 
Ghosh, K. P. 
Goldstrom, F. 
Gordon, W. C. 
Gowland, S. J. 
Griffiths, M. J. 
Grimley, P. 


Gunaratne, H. D. 
Gupta, D. 

Hall, J. 

Hall, M. 
Hall-Johnson, A. 8S. 
Hamilton, J. H. 
Hankinson, E. 
Hanley, J. 
Harris, Alan. 
Harris, R. 
Hashmi, A. A. 
Hill, H. 

Hirsch, W. Z. 
Hirst, S. 

Hollies, R. J. 
Holmes, E. C. 
Hopkin, W. A. B. 
Hourston, C. H. 
Howard, R. S. 
Hunt, J. L. A. 
Husain, R. A. 
Hussain, Q. S. A. 
Hutchinson, W. B. 
Jacques, M. H. 8. 
Jaitly, P. L. 
Jaques, D. 
Jaswa, S. K. 
Jefferson, W. L. 
John. M. I. 
Johns, A. 
Johnston, J. 
Jones, J. D. 
Jones, J. G. 
Kaluaratchi, A. W. 
Kamaraju, V. 
Kapuwatte, H. B. 
Khoo, K. E. 
Khosla, L. R. 
Kirton, R. J. 
Kitto, R. F. 
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Kohli, A. C. 
Kruisinga, H. 
Kulkarni, Prof. K. R. 
Lagan, D. F. 
Lajda, M. 

Lanner, J. L. 
Lecht, Prof. L. A. 
Leong, G. K. 

Levy, D. J. 

Lewis, D. 

Love, T. C. 

Lyne, L. 8. 
McClughan, H. E. L. 
McDonald, E. H. 
MacIntosh, R. M. 
McKenzie, Prof. L. W. 
Mackintosh, W. H. 
McLarney, J. P. 
Mahendroo, V. N. 
Maldahiar K. K. 
Manolescue, J. W. 
Markiewicz, W. L. T. 
Marron, F. J. 
Marsh, S. H. 
Marten, Prof. A. 
Mathur, B. C. 
Mathur, S. B. L. 
Matthews, R. L. 
Mehta, B. H. 
Mehta, R. C. 
Menzies, J. G. 
Merchant, H. F. 
Milligan, J. G. C. 
Milton, A. H. 
Mitchell, B. E. 
Morrisey, F. 
Musvy, 8. M. M. 
Naik, V. P. 

Nayar, V. G. K. 
Niyogi, 8. P. 
Oliver, H. 

Oliver, R. W. 
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Osborne, F. R. 
Oyebola, 8. O. 
Pantal, 8. S. 
Parkes, B. 
Parlane, W. F. 
Phelps, Prof. C. W. 
Philippides, C. M. 
Phillips, G. D. 
Pinedo, F. 
Polyzoides, A. T. 
Potts, P. G. 
Powicke, J. C. 
Pratt, F. R. 
Proctor, N. 
Rahman-Gani, H. H. 
Raj, 8. A. 
Randhava, B. 8. 
Rawlins, D. F. 
Rawlinson, F. 
Rawlinson, G. 
Reynolds, R. N. 
Richardson, N. 
Roberts, F. H. 
Roberts, W. D. 
Robertson, D. J. 
Robson, P. 
Robson, R. 
Rodrigo, N. L. 
Rose, J. 

Rose, R. J. 
Rosemall, C. A. 
Rosen, A. D. 
Rowbotham, T. W. 
Rozental, A. A. 
Ruggles, Miss N. D. 
Saboya, J. 8. 
Salam, S. A. 
Schloss, Prof. H. H. 
Schuller, G. J. 
Schwarz, R. P. 
Schwier, Mrs. J. F. 
Scott, M. F. G. 


Senior, G. 
Severtson, D. 
Shah, F. A. 
Shah, N. H. 
Shah, S. M. H. 
Shankara, S. 
Sharma, J. 
Sherwood, P. W. 
Sieff, J. A. 
Silber, Dr. L. I. 
Sleightholm, M. T. 
Smerizschalski, Dr. S. 
Sofidiya, J. K. 
Sommers, H. M. 
Stevenson, J. 
Stimson, D. R. 
Stubbs, J. B. 
Sweezy, P. M. 
Swianiewicz, Prof. S. 
Syrimis, G. 
Talbot, A. J. 
Thomas, E. T. M. 
Tonkinson, E. 
Tweddell, J. F. 
Van Loo, G. H. 
Varma, M. 
Walsh, W. 
Ward, A. C. 
Waterston, A. 
Weber, C. J. 
Wharton, J. K. 
Wharton, L. 
Whatmough, G. 
Wilde, L. C. H. 
Winter, R. J. 
Wirstrom, L. 
Wood, Miss M. J. 
Woodard, M. H. 
Woolley, W. 
Yates, N. R. 
Yong, T. H. 
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The following have been admitted to Library membership of 
the Society :— 


American College, Mathurai. 

Banco de Bilbao. 

Central Mortgage and Housing Corporation, Ottawa. 
Ciencias e Letras, Sao Paulo. 

Csl Ustav Prace, Bratislava. 

Department of Defence Library, Melbourne. 
Duquesne University, Pittsburgh. 

Economic Graduate Students’ Library, Berkeley. 
Economic League, Leeds. 

Institute for Advanced Study, Princeton. 
Instituto Nacional de Industria, Madrid. 

J.R.C. Club, University of Wisconsin. 

Keble College, Oxford. 

Lane Library, Wisconsin. 

Libreria Commissionaria Sansoni, Firenze. 
Lloyds Bank, Ltd. 

Loras College Library, Dubuque. 

Loyola University, New Orleans. 

Marshall Library, Seton Hall College. 

Mexican Embassy, London. 

National City Bank of New York. 

Office of the High Commissioner for India, London. 
Petroleum Press Bureau. 

Queen’s University, Belfast. 

Rand Corporation, Santa Monica. 

St. Lawrence University, New York. 
Studieforbundet Naringsliv Och Samballe, Stockholm. 
University Bookshop, Brisbane. 

University College, Dublin. 

University of Queensland Press. 

Ward Library, Peterhouse, Cambridge. 

Wilkes College Library. 





RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society. 


Vor. CXII, Part III, 1949. Foundations of Probability and Statistical 
Inference: G. TrntNER. Some Uses of Statistics in the Building Industry : 
J. BRONOWSKI AND OTHERS. A Note on Carnap’s Theory of Probability : 
S. F. James. Industrial Classification—National and International : 
R. E. Beates. Statistics relating to the Coal Mining Industry: R. F. 
GEORGE. 

Oxford Economic Papers. 


Vout. 2, No. 1, January 1950. Evaluation of Real National Income : 
P. A. Samugetson. Measurement of Efficiency : L.C. Hawkins. Prices 
and Costs in Nationalized Undertakings : C. A. R. Crostanp. Note on 
the Price Policy Indicated by the Nationalization Acts: D. N. CHESTER. 
The Commercial Crisis of 1847: C. N. Warp-Prerxins. Buffer Stocks 
and Economic Stability: R.S. Porter. A Note on the Theory of Con- 
sumers’ Behaviour : W. E. Armstrone. The Common Sense of Indiffer- 
ence Curves: C. Kennepy. The Theory of Consumer’s Behaviour ; a 
comment : I. M. D. Lirtie. 


The Political Quarterly. 

Vout. XXI, No. 1, January—Marcu 1950. The Malthusian Devil in 
Chains : Mary Stocks. Thought for Food: H.M.Srtncitatr. American 
Policy and Japanese Politics: H.S.QuictEY. Deviations from Maraism : 
J. PuamMenatz. The Strasbourg Illusion: W. PIcKLES. Government 


Reform in the U.S.A.: H. Zink. The Organisation of Political Parties : 
D. CLARKE. 


The Manchester School of Economic and Social Studies. 


Vou. XVIII, No. 1, January 1950. The Productivity of British Agri- 
culture: L. P. F. Smrrn. Productivity in the Cotton Spinning Industry : 
D.C. SHaw. Municipal Gas Costs and Revenue: J. ¥. SuremMan. The 
Government of Haslingden: IrnENE W. Scarr. The Habit of Voting: 
A. H. Brrcw. Non-Voting in an Urban District : J. GRUNDY. 


International A ffairs. 


Vou. XXVI, No. 1, January 1950. The Holy Places of Palestine in History 
and in Politics: StR Wit11am Firzceraup. The Bigwin Conference : 
R. A. Butter. China: report of a visit: M. Lrinpsay. Education in the 
British Zone of Germany: R. Brrtry. Food and Farming in Germany. 
I. Food and Nutrition: W. Kuatrr. Education in Turkey: T. VErs- 
CHOYLE. Tibet and her Neighbours: Str Bast Govuup. British 
Nationality and Irish Citizenship : R. F. V. Heuston. 


Population Studies. 


Vout. III, No. 3, DeceEMBER 1949. The Report of the Royal Commission on 
Population : F. W. Norestern. Income Tax and Family Allowances in 
Britain: H. S. Booker. The Encouragement of Emigration by British 
Trade Unions, 1850-1900 : CHarLOTTE Erickson. Provisional Results of 
the Sample Survey of the African Population of Southern Rhodesia, 1948 : 
J.R.H. SHaut and C. A. L. Mysurcu. The Length of Working Life: 
8. L. Wotrsetn. The Intelligence of Twins. A Comparative Study of 
Eleven-year-old Twins : 8. N. MewRotTRA and J. Maxwety. The Hast 
African Population Census, 1948. Planning and Enumeration: C. J. 
MaRTIN. 

No. 238—vo.. Lx. EE 
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Vou. ITI, No. 4, Marcu 1950. The Trend of Intelligence in Certain Dis- 
tricts of England: W. G. Emmett. Gregory King’s Estimate of the 
Population of England and Wales, 1695: D. V. Guass. Supplementary 
Child Health Services. Part III. Infant Welfare Centres: GRISELDA 
RowntTrREE. The Population Geography of the Free Negro in Ante- 
Bellum America: W. Zetinsky. Notes on Abortion and Birth Control 
in Germany: H. Harmsen. Forecasts of Population in the United 
States : H. S. Surycock. 

SUPPLEMENT. Cultural Assimilation of Immigrants. Papers presented 
under the auspices and published with the assistance of UNESCO on 
behalf of the Population Investigation Committee. Papers by H. 
BunLE, G. Mavco, J. Isaac, G. Mortara, R. Bacut, F. SAVORGNAN, 
M. Lacrorx and Epiru Apams. 


The Sociological Review. 


Vou. XLII, Section 1, 1950. Philosophy, Psychology and Sociology in the 
Training of Teachers : W. A. CAMPBELL STEWART. 

Vou. XLII, Section 2, 1950. Personality and Language in Society: J. R. 
FIRTH. 


The Eugenics Review. 
Vou. 41, No. 4, January 1950. Intelligence and Fertility : Str GopFREY 
Txomson. Family Service Units for Problem Families : D. JonEs. 
Vou. 42, No. 1, Apriz. The Primrose Path: A. 8S. Parkes. Fitness 
and Survival: C. A. B. Smirn. A Satisfactory Population for Britain? : 
Str CHARLES ARDEN-CLOSE. Warand Eugenics: L. F. Ricoarpson. 


Soviet Studies. 


Vou. I, No. 3, January 1950. The Soviet Union and International Law : 
J. N. Hazarp. 


Bulletin of the Oxford University Institute of Statistics. 


Vor. 11, No. 12, DecEMBER 1949. Quarterly Estimates of the National 
Income: D. SEERS. A ‘Human Needs’ Diet in November, 1949: T. 
Scuuuz. Trends in Cocoa Production: P. Apy. 

Vou. 12, Nos. 1 and 2, January and FesBruary 1950. The Distribution of 
Capital among the Medical Profession in England and Wales, 1940-1 : 
L. Hamitton. 1949: Forecast and Fact: P. D. HENDERSON and D. 
Seers. U.S. Import Propensities since the War: J. A. HARGREAVES. 


Accounting Research. 


Vou. 1, No. 3, January 1950. Scientific Method in Auditing: L. L. 
Vance. Consolidated Accounts and their Similarity to Partnership 
Accounts: B. J. S. WimMBLE. Accounting and Taxation in Sweden in 
Relation to the Problem of Inflationary Profits: Pern V.A. HANNER. The 
Exchequer Accounts: H. Norris. Notes on Accounting History : Mary 
E. Murpuy. The Effects of the Local Government Act, 1948, and other 
Recent Legislation on the Finances of Local Authorities. Undistributed 
Profits as a Source of Company Finance : R. W. Moon. 


The Banker. 


JANUARY 1950. Will the American Boom Continue? After the Australasian 
Elections. Prospect for Germany’s Creditors. 

FEBRUARY 1950. An Economic Approach to the Election. American Aid 
and Britain’s Burdens : GRaHAM Hutton. Payments Union for Europe. 

Maron 1950. After the Election. Unbridgeable Dollar Gap? End of 
Reparations ?: M. J. Bonn. Agreement with South Africa. Irish Econ- 
omic Survey: G. A. Duncan. 

Aprit 1950. Prelude to the Budget. European Payments and Germany. 
** Eximbank ” and Point IV Aid. 
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The Bankers’ Magazine. 


JANUARY 1950. Money and Banking in the Twentieth Century: J. E. 
WADSWORTH. 

FesruaRy 1950. Money and Banking in the Twentieth Century: W. 
Riptey. Dr. Schacht Explains: M. J. Bonn. 

Marcu 1950. After the Polls. Lord Norman: an appreciation: Sm 
Henry Cray. Money and Banking in the Twentieth Century: G. O. 
PapwortH. Banking in the Irish Economy in 1949. 

Aprit 1950. The Rebuff to Socialism. Money and Banking in the Twen- 
tieth Century. 

Barclays Bank Review. 


FEBRUARY 1950. Income and Savings. 


District Bank Review. 


Marcu 1950. Cotton Industry Prices and Profits : Str Rautpu W. Lacey. 
The End of the Post-war Boom: R. H. Fry. Unto Cesar. 


Lloyds Bank Review. 


JANUARY 1950. The Problem of Retrenchment : Sir HuBertT HENDERSON. 
Public Bodies and Public Accountability: R. Brrp. Return to Credit 
Control in France: P. BAREAU. 


Midland Bank Review. 
FEBRUARY 1950. The Size and Shape of the National Debt, 


NationalsProvincial Bank. 


Fepruary 1950. Keynes: Lorp Cartro. Strategy for Coal Exports: 
H.H.Merretr. A Review of Trade and Industry : H. G. Hopper. 


The Three Banks Review. 


DECEMBER 1949. Devaluation and World Trade: J. R. Hicks. The 
Taxation of Industry: F. W. Force. The “ Ireland” Forgeries. 


Westminster Bank Review. 


NoveMBER 1949. Wage Levels after two Wars: E. H. PHetps Brown. 
Economy and Confidence. Thirty-five Years of Rent Control. Govern- 
ment Finance and Bank Deposits. The Farm Dairy Industry. 

Fresruary 1950. How Much Disinflation?: R. C. Tress. The Chair- 
man’s Statement. Progress towards Western Union. Independence by 
1952. Achievements and Prospects in Apple-Growing. 


Planning. 

Vou. XVI, No. 308, 1950. Economics of the Council House. 

Vou. XVI, No. 309, 1950. The Hospital Service, II: The Patient is Human. 

Vou. XVI, No. 310, 1950. University Students. A Pilot Survey. 

Vout. XVI, No. 311, 1950. Economic Policy. A Discussion of Planning 
Techniques. 

Town & Country Planning. 

Vou. XVIII, No. 70, Fespruary 1950. New Deal for Housewives : Lorp 
BEVERIDGE. The Aims of Planning: F. J. OsBorn. 

Vou. XVIII, No. 71, Marcu 1950. Drift to Belfast : G.BucHanan. London 
Regional Problem: W. G. Hotrorp. Outline Plan for the Portsmouth 
District: P. W. MacFartane. The Romance of the Land Registry : 
Joy Spoczynska. Survey of Oakridge: Crcrty Hornspy. The Plan- 
ning of Cambridge: A. E. Ricuarpson. Spires: J. D. U. Warp. 
Hatfield New Town: G. N. C. Swirr.. Further Reflections on the Black 
Country : P. SarGENT FLORENCE. 


The Canadian Journal of Economics and Political Science. 


Vout. 16, No. 1, Fepruary 1950. Unionism in the Fishing Industry of 
British Columbia: 8S. JaMiEsSON and P. Guapstonr. Some Longer- 
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Term Factors in the Canadian Balance of International Payments: G. 8. 
Watts. The Reparations Problem Again: M. Gottiies. The Liberal 
Convention of 1893: J. W. LeDERLE. Local Government Reorganization 
in Alberta: E. J. Hanson. Long-Term Economic Significance of Cur- 
rency and Trade Restrictions: G. LenscHow. Changes in the Dollar 
Pool: A.R. Conan. The Instantaneous Theory of the Multiplier: C. L. 
BarBER. Investment, Income and Output: I. BrRecHER. A Disturbing 
Tendency in Political Science : C. B. MACPHERSON. 


The Economic Record. 

DECEMBER 1949. Balance of Production in the Australian Post-war Econ- 
omy: D. B. Copranp. Measurement of Economic Relationships: D. 
CocHraNneE. Inflation—its Impact on Enterprises: R. R. Hirst. The 
Australian Wool Realization Commission Wool Price Index: K. J. 
Watiace. Some Observations on Changes in Money and Real Income in 
Australia, 1938-39 to 1948-49 : D. W. Oxnam. Interest and the Money 
Supply in Keynes’ Economics : M. C. Kemp. 


Review of Economic Progress (Queensland Bureau of Industry, Brisbane). 

Vout. I, Nos. 6-7, June and Jury 1949. The Productivity of Primary 
Industry. 

Vot. I, No. 8, AuGust 1949. The Productivity of Manufacturing Industry, I. 

Vout. I, No. 9, SerreMBeR 1949. The Productivity of Manufacturing 
Industry, II. 

Vou. I, No. 10, OcroBEerR 1949. The Productivity of Manufacturing In- 
dustry, III. 

The Indian Journal of Economics. 

Juty 1949. A Political Force in Indian Economic Development: W. 
Apams. Statistical Study of the Price of Foodgrains in the Madras 
Presidency: T. V. ViswaNatHAN. The Road to Industrial Peace: R. R. 
Reppy. A Note on the Cotton Textile Industry in India: M. CHanp. 

CONFERENCE NUMBER, OcTOBER 1949. India’s Balance of Payments : 
K. B. Sawa, P. C. Matnotra, K. ANANTARAM, J. K. MisHra and D. N. 
Gurtoo. India’s Balance of Trade: K. N. BuatracHarya and R. N. 
Popuvat. Mixed Economy in Theory and Practice: M. H. Vaswant 
and R. V. Rao. Public Enterprise in a Mixed Economy : R. BALAKRISH- 
na. Inflation and Indian Monetary Policy: N. R. Kutkarni and 
C. W. B. Zacuarias. Monetary Policy and Inflation in India: M. V. 
Kise. Devaluation and Inflation: V.G. SAHASRABUDHE. Devaluation 
and India’s Balance of Payments : B. Sincu. 


Sankhya (The Indian Journal of Statistics). 

Vou. IX, Part 4, SepreMBER 1949. A Theoretical System of Selection for 
Homostyle Primula: R. 8. Fisher. On Some Problems Arising out of 
Discrimination with Multiple Characters : C. RADHAKRISHNA Rao. On 
Certain Aspects of Spring Balance Designs: K. 8S. BANERJEE. United 
Nations Economic and Social Council Sub-Commission on Statistical 
Sampling. Comparability of Measurements: K. P. CHaTropADHYAY. 


The Indian Journal of Commerce. 


Vou. II, No. 7, SEPTEMBER 1949. Dynamic Economics: J. K. Mruta. 
The Devaluation Problem: K. C. Latwant. The Role of Transport in 
Industrial Development: V. V. RAMANADHAM. Measurement of Indus- 
trial Efficiency : M. M. Meuta. 

Vou. II, No. 8, DECEMBER 1949. CONFERENCE NUMBER. Costing in Relation 
to Price Fixing: 8S. Sencupra, K. 8. Hanumantua Rao, P. C. Roy, 
P. H. Panpya. Labour Welfare and Management : T. N. Rastoat, B. 
GanGcuLY, J. 8. Matuur. Financing of Indian Industries: B. B. SEN, 
S. R. Mounort, R. Rampas, 8. L. SHarma, O. PRAKASH. 


United Nations Economic Bulletin for Europe. 


Vor. I, No. 2. Review of the Economic Situation in Europe, April-June 
1949. The Gold and Dollar Deficit of the Sterling Area. The Commodity 
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Composition of Trade between Eastern and Western Europe in 1948. Note 
on Relative Changes of Labour Costs in Industry. European Economic 
Statistics. 

Vot. I, No. 3. Review of the Economic Situation in Europe, July-September 
1949. Coal Production and Trade in Europe since the War. The Regional 
Interdependence of Germany. European Economic Statistics. 


International Labour Review. 


DECEMBER 1949. The Thirtieth Anniversary of the Foundation of the I.L.0. 
1919-1949, Labour Conditions in Ceylon, I. The Seventh International 
Conference of Labour Statisticians. 

January 1950. Labour Conditions in Ceylon, II. Vocational Rehabilita- 
tion of the Tuberculous: H. A. DE Borer. The Economic and Social 
Acitivities of Trade Unions in Poland. Egypt's Rural Welfare Centres. 

FespruarRy 1950. The Special Tripartite Conference Concerning Rhone 
Boatmen : Geneva 1949. The Place of Labour in the Constitution of the 
Italian Republic: F. PeERGoutest. Supervisory Training in Belgium: A. 
NicatsE. Social Security in Agriculture, I. 


World (United Nations). 


DECEMBER 1949. German Plans for War on Russia’s Side: T. H. 
TetTens. Modern Man and UNESCO: J.T. Bopet. World Trade 
Challenge to North America : D. Gorpon. 

JANUARY 1950. A New Trend in Foreign Aid: P.G. Horrman. How to 
Lose a Billion Dollar Market: J. G. Torres. Tariff Reform Begins at 
Home: C. Riottre. Towards the Highest Production in U.S. History: C. 
SAWYER. 

The Quarterly Journal of Economics. 


Vou. LXIV, No. 1, Fespruary 1950. A Revolutionist’s Handbook : D. H. 
RosBertson. The Taxation of Stockholders: W. L. Crum. Preobra- 
zhenski and the Economics of Soviet Industrialization: A. ERticu. 
Economic Space: theory and applications: F. Prrroux. Money De- 
mand and the Interest Rate Level: Extrnon Harris. The Theory of 
Choice and the Constancy of Economic Laws: N. GEORGESCU-ROEGEN. 
Wesley Clair Mitchell (1874-1948) : J. A. SCHUMPETER. 


The Annals of the American Academy of Political and Social Science. 
JANUARY 1950. Military Government. 


The Journal of Political Economy. 


Vou. LVII, No. 6, DeceMBER 1949. The Marshallian Demand Curve: M. 
FriepMan. Zhe Pure Theory of Government Finance; a suggested 
approach: J. M. Bucnanan. Liquidity and a National Balance Sheet : 
R.N.McKegan. Mathematical Economics before Cournot : R.M. RoBERtT- 
son. Union Security and the Right to Work: J. V. Spretmans. Re- 
turns to Scale in Family Farming: E. J. Lone. 

Vor. LVIII, No. 1, Fepruary 1950. Reflections on Poverty within Agri- 
culture: T. W. Scuuutz. The Theory of International Values: G. A. 
Exuiotr. Collective Agriculture in Israel : C.W.EFRoyMsSOoN. Currency 
Depreciation, Income, and the Balance of Trade: A. C. HaRBERGER. 
Anti-trust Policy re-examined: N. H. Jacosy. State Bonuses for 
Veterans: I. H. Stecet and E. WEINBERG. 


The Review of Economics and Statistics. 


Vou. XXXII, No. 1, Fepruary 1950. Some Aspects of Exchange Rates : 
P. T. Ettswortu, M. BRONFENBRENNER, J. J. PoLAK, J. TINBERGEN, 
A. Smirutes. The Robertsonian and Swedish Systems of Period Analysis : 
A. H. Hansen. Effect of Mergers on Industrial Concentration, 1940- 
1947: J. Lintner and J. K. Burrers. How Much Unemployment ? : 
S. E. Harris, R. Nrxon, C. D. Stewart, GERTRUDE Bancrort, L. 
Levine, Guapys L. Patmer, S. H. Siicutrer, J. T. Duntop. Notes 
on the Structure of Wages: S. H. Stuicutrer. Soviet Statistics : 
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N.Jasny. The Cowles Commission Atomic Power Cost Estimates: S.H. 
ScHurR and W. Isarp. Automatic Annual Improvement Provisions: J. 
Backman and A. L. Girtow. Further Remarks on Estimating the Size 
Distribution of a Given Aggregate Income : E. Cuark and L. Fishman. 


The American Economic Review. 


Marcu 1950. The Economic Way of Thinking: H. S. Exuis. Trade 
Unionism, Full Employment and Inflation : W. A. Morton. A General- 
ized Uncertainty Theory of Profit: J. F. Weston. Government Guaran- 
tees and Private Foreign Investment: Yuan-Li Wv. Consumption 
Taxes and Income Determination: E. C. Brown. The Process of 
Technological Innovation: W. R. MacLaurin. Implications of the 
Railway Class Rate Case: R. W. HarBeson. The Varga Controversy : 
E. D. Domar. Government Spending. and Income-Velocity: R. A. 
Gorpon. The Concept of Secular Stagnation : B. Hiccrns. 


Econometrica. 


Vor. 18, No. 1, January 1950. The Notion of Involuntary Economi: 
Decisions: T. Haavetmo. The Determinacy of Absolute Prices in 
Classical Economic Theory: W. B. Hickman. The Consistency of the 
Classical Theory of Money and Prices: W. LrontieF. A Note on 
Patinkin’s “‘ Relative Prices”: C. G. Putpps. An Application of Least 
Squares to Family Diet Surveys : M. H. QUENOUILLE. The Theory of De- 
mand Applied to the French Gas Industry : M. J. VeRuHutst. A Note on 
the Pure Theory of Production: K. May. Homogeneous Systems in 
Mathematical Economics: K. J. ARRow. A Note on Tintner’s ‘‘ Homo- 
geneous Systems”: C. G. PHIPPs. 


Foreign Affairs. 


Vou. 28, No. 2, January 1950. The Decline of Diplomacy: Lorp Vansir- 
TART. Science and Politics in the Twentieth Century: J. B. Conant. 
Devaluation and European Recovery: R. C. LEFFINGWELL. After 
Devaluation : the common task : Str ARTHUR SALTER. Tito: a study: 
F. MacLean. Labor and the Church in Quebec: B. Fraser. The 
Unifying Force for Europe: P. Reynaup. Social Forces in Germany 
today : E. Saturn. The Race between Russia and Reform in Iran: T.C. 
Younc. Theories of Socialist Imperialism: L. O’Boyite. Pakistan’s 
Claim to Kashmir: Str Witutam Barton. The Battle for Moscow, 
Turning Point of the War: Vice Apmirat K. ASSMANN. 


The Southern Economic Journal. 


Vou. XVI, No. 3, January 1950. Factors Influencing State Per Capita 
Income Differentials: J. L. Futmer. Some Comments upun the North- 
South Differential: JEss—E W. Marxuam. An Ideology for a Laboristic 
Economy: R. Frets. Wages in Excess of Marginal Revenue Product: M. 
BRONFENBRENNER. International Monetary Relations : E. SHAaptro and 
E. Sotomon. An Approach to the Theory of Multiple Production : G. J. 
Capy. The World Trade Charter and the Geneva General Agreement : 
GRACE BECKETT. 


The Journal of Economic History. 


SuprpLeMenT IX, 1949. The Tasks of Economic History. The Making of 
an Economic Historian: H. Heaton. The Standard of Life of the Workers 
in England, 1790-1830 : T. S. Asuton. Gold as a Monetary Standard, 
1914-1949 : W. A. Brown. Political Aspects of the Gold Problem : 
C. R. WuitrLesey. American Evaluations of European Agriculture : 
C. H. Danuor. LEurope’s Contribution to the American Dairy Industry : 
E. E. Epwarps. The Influence of British Capital on the Western Range- 
Cattle Industry: H. O. Braver. The Place of Theory in Teaching 
American Economic History : E. C. KinkKuanp. 
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Agricultural History. 


Vou. 23, No. 4, OcroBER 1949. The Legacy of Populism in the Western 
Middle West: J. D. Hicxs. The Pre-Civil War South’s Leading Crop, 
Corn: D. L. KemMMeERER. From Woods to Sawmill: transportation 
problems in logging: W. G. Rector. The Agricultural Program of a 
Leading Farm Periodical, ‘‘ Colman’s Rural World”: G. F. LEMMER. 
Frederick Jackson T'urner’s Address on Education in a United States with- 
out Free Lands: edited by F. Moov. William Emsley Jackson’s Diary 
of a Cattle Drive from La Grande, Oregon, to Cheyenne, Wyoming, in 1874 : 
edited by J. O. OtrpHantT and C. 8. Kineston. The War of the Substi- 
tutes: the reaction of the Forest Industries to the Competition of Wood 
Substitutes: P. F. SHarp. The Marketing History of Colombian Coffee : 
R. C. Beyer. The Coming of the Swede to Great Britain: an obscure 
chapter in farming history : N. Harvey. 

Vout. 24, No. 1, January 1950. In Praise of the Finnish Backwoods 
Farmer: J. I. KotenmMatnen. The Concept and Determination of 
Prevailing Wages in Agriculture during World War II: S. Liss. Recent 
Progress in the Mechanization of Cotton Production in the United States : 
G.C. Frre. Agriculture in Luce County, Michigan, 1880 to 1930: G. F. 
Deasy. Encroachments of Cattlemen on Indian Reservations in the 
Pacific Northwest, 1870-1890 : J. O. OtrpHant. The Impact of Farm 
Machinery on the Farm Economy: A. N. JOHNSON. 


Journal of Farm Economics. 


Vor. XXXI, No. 4, Part I, NovemMBer 1949. Canadian Agricultural 
Price Problems and Policies : W.M.Drummonp. Federal Marketing and 
Price Support Legislation in Canada: A. H. TURNER. Experience with 
Provincial Marketing Schemes in Canada: M. W. Farretu. Develop- 
ment of Wheat Marketing Policy in Canada: G. E. BritNnetu and V. C. 
Fowke. The Proposal to Market Coarse Grains through the Canadian 
Wheat Board: G. L. Burton. The Logical Foundations of Economic 
Research: K. H. Parsons. Input-Output Relationships in Egg Produc- 
tion: P. L. Hansen. The Status and Possibilities of Rural Producing 
Cooperatives : W. Z. Hirscu. 

Vout. XXXI, No. 4, Part 2, NoveMBER 1949. ProceEDINGS NUMBER. 
Population: J. S. Davis. Agriculture: O. V. Wetts, J. W. Tarp, 
F. F. Hitt, T. K. Cowpen, W. W. Witcox. Trade: O. B. JESNEss, 
L. W. Wirt, C. M. Etxinton. Agricultural Economics: E. O. Heapy, 
8S. Hoos, T. D. Morssz, L. Soro. The Missouri Plan: J. W. Burcu. 
Agricultural Cooperatives: A. L. JENSEN and H. Hepces. The Future 
of the Great Plains: E. Starcn. Farm Business Survival under Ex- 
treme Weather Risks : R. ScHICKELE. Farm Business Survival in Areas 
of Highly Variable Rainfall : D.C. Horton and E. L. BarBer. Irriga- 
tion: H. E. Setspy, W. U. Funrman and V. Futuer. Western Range 
Land Use and Conservation Problems: M.H.Saunprerson. Feed Grain 
Storage: G. SHEPHERD. Missouri River Development: H. A. STEELE, 
R. R. Renne, T. L. Gaston, J. 8S. SHort. Land Economic Research : 
M. M. Ketso, H. E. Conxtry. Farm Management: I. F. FEttows, 
F. J. Reiss, J. A. Hopkin. Price Research: K. A. Fox, J. A. Norpim, 
G. Atcorn, J.C. Borrum. Incomes of Farm People : E. W. GRoveE and 
N. M. Korrsxy. Poverty within Agriculture: T. W. Scnutrz. Institu- 
tional Changes affecting the Agricultural Outlook : K. H. Parsons. Cur- 
rent Institutional Trends in Business: A. G. HorrmMan. Labor’s Aims 
and what they Mean to Agriculture: D. Montcomery. Marketing 
Research : B. Joy, D. B. DeLoacn, R. J. Penn, F. L. Toomsen, J. Z. 
Rowe and K. Hoop. Milk Prices: E. C. Youne, A. J. BERGFELD. 
The Midwestern Egg Project : H.I.MituEer. Cotton Marketing Research : 
W. A. Faucst and D. G. Mirey. Marketing: O. H. BRowntez, 8. R. 
Smira, H. G. Hamitton, C. 8. Mercuant, G. L. MEHREN and H. C. R. 
Stewart. The Mailed Inquiry and Methods of Increasing Returns : 
F. K. Reep. Winter Storm Livestock Loss Surveys in Wyoming: G. 
Knutson. Plans for the 1950 Census of Agriculture: R. HURLEY. 
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Land Economics (A Quarterly Journal of Planning, Housing and 
Public Utilities). 

Vout. XXVI, No. 1, Fesruary 1950. Nationalization of Electricity in 
Great Britain: R. H. Coase. Agrarian Unrest in China : CHEE Kwon 
Cuun. Petrolewm Pipe Line Transportation: H.N.EMrrson. Czecho- 
slovakia’s Law on Subdivision : R. BARLOWE. 


American Affairs. 
Vou. XII, No. 1, January 1950. The Debacle of Planning : G. GARRETT. 


Industrial and Labor Relations Review. 


Vou. 3, No. 2, January 1950. The Fur Workers’ Union: R. D. Letter. 
The Unlicensed Seafaring Unions: P. Tart. Reasons for the Growth 
of the Knights of Labor in 1885-1886: D. L. Kemmerer and E. D. 
WICKERSHAM. 

Vou. 3, No. 3, Aprit 1950. Unfair Labor Practice Prevention under the 
Railway Labor Act: H. R. Norturvur. Prospects for Industry-wide 
Bargaining : F.C. Prerson. Early Federal Regulation of Hours of Labor 
in the United States: M. A. Ketty. The International Confederation of 
Free Trade Unions: A. SturmMTHAL. Framework for the Analysis of 
Industrial Relations : J.T. DuNtor and W. F. WuytTe. 


Harvard Business Review. 


Vou. XXVIII, No. 1, January 1950. The Danger of Drifting: D. K. 
Davin. Financing Capital Formation: S. EpMunps. Use of Tests in 
Employee Selection: M. Harre. Labor Leaders and Society: A. A. 
IMBERMAN. Factors Influencing Employee Morale: J. C. Worrtuy. 
Integration in the Textile Industry: J. W. Marxuam. Periodic Stock 
Dividends : J.C. BOTHWELL. Appraising the Board of Directors : W.T. 
Biarr. Business Prospects and Problems in the 1950s : J. L. SNIDER. 


Studies in Business and Economics. 


Vot. III, No. 3, DecemBer 1949. Harford County, Maryland : an area of 
economic vitality and contrasts. 


Revue D’ Economie Politique. 


Juty—Avueust 1949. Les grandes invasions et le commerce européen: R. 
GonnaRD. Les préférences nationales de structure et le déséquilibre 
structurel: J. WEILLER. Misére prolétarienne et industrialisation: J. 
VaLARCHE. Théorie du profit: J. Uttmo. La comptabilité nationale et 
les corrélations: J. Dumontier. Le probléme de la stabilisation de 
Vemploi : C. Rist. 


Population. 


OcTOBER—DECEMBER 1949. Les théories démographiques dans l’ Antiquité 
grecque : J. Moreau. Christianisme et population : M. RiqueT. Apergu 
démographique sur l’evolution des effectifs scolaires : P. Vincent. Struc- 
ture et dynamique des populations sauvages de vertébrés : F. BOURLIERE. 
Mortalité, profession et situation sociale: J. Daritc. Pologne : dix années 
Whistoire démographique: G. Frumkin. Varsovie 1949: reconstruction 
ou naissance d'une nouvelle ville ?: P. GEORGE. 


Statistiques et Etudes Financiéres. 


SUPPLEMENT FINANCES CoMPAREES, No. 3, 1949. Trente Années de Finances 
Soviétiques (1917-1947). 

DECEMBER 1949. Statistique des bénéfices industriels et commerciaux 
réalises en 1948 et imposés en 1949 a la taxe proportionnelle sur les per- 
sonnes physiques d’aprés le régime du forfait. Evolution du crédit au 
cours du troisiéme trimestre 1949. Le plan décennal pour le développement 
économique et social du Congo belge (1949-1959). 

SUPPLEMENT STATISTIQUES, No. 3, 1949. 
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JANUARY 1950. Les investissements publics en France et a Vétranger. 
L’ utilisation de la contre-valeur de V aide américaine par les pays bénéficiares. 
Le budget belge pour Vexercise 1950. Suisse : le budget de la Confédération 
pour Vexercise 1950. 


Revue de Science et de Législation Financiéres. 


JANUARY—MarcH 1950. L’interprétation fonctionnelle des lois financiéres : 
B. Griziott1. Les réparations allemandes : A. PretTRE. Les caractéres 
originaux de la fiscalité tunisienne: J. R. JounDAN. Droit fiscal inter- 
national : M. CHRETIEN. 


Documentation Economique. 


Vot. VIII, No. 29, 1949. 
Vout. VIII, No. 30, 1949. 
Vou. IX, No. 31, 1950. 


Revue de L’ Institut de Sociologie. 


JuLY-SEPTEMBER 1949. Un précurseur de la Sociologie en Italie ; Gram- 
battistia Vico (1668-1744): J. Lamrrre. Sur le concept d’Evolution 
Linguistique : M. Leroy. L’Origine de Langage articulé : E. BuyssEns. 
Le Régime des Prisons et l Esprit sociologique : J. Dupr&et. Les Termes 
des Echanges : C. CARBONNELLE and E. S. Kirscuen. 


Bulletin de L’ Institut de Recherches Economiques et Sociales. 


Vout. XV, No. 5, DecemBer 1949. Unité de l'anthropologie culturelle : 
J. J. Maquet. La déchéance de la puissance paternelle: H. HANQUET. 
Perspectives de V’ étude de opinion publique belge : F. van MECHELEN. 

Vou. XVI, No. 1, Fepruary 1950. Les évolutions longues de Vindustrie 
du zinc dans Ouest européen 1840-1930 : F. Bkzy. Mouvements longs 
et transformations de structure dans Vindustrie du coke en Belgique (1827-— 
1939) (IIe partie). Le marché noir (IIe partie) : T. CHELMIcKI. 

Vout. XVI, No. 2, Marcu 1950. La conjoncture économique de la Belgique : 
L. H. DuprRIEz. 


Revue de L’ Institut International de Statistique. 


Vout. 17, Nos. 3-4, 1949. The Twenty-Sixth Session : 8.A. Rice. National 
Income Estimates: C. Gint. Application of Statistical Methods to Re- 
search and Development in Engineering : BrssE B. Day. 


Kyklos. 


Vou. III, No. 3, 1949. The Market for Foreign Exchange and the Stability 
of the Balance of Payments: G. HABERLER. Die Marxz-Kritik Vilfredo 
Paretos: O. WEINBERGER. La Crise des Réglements Internationauz : 
J.A.L’Hurmurer. The Law of Diminishing Marginal Utility of Income : 
W. Marx. 

Vou. IIT, No. 4, 1949. Josef Schumpeter: 8S. ARTHUR. Economics and the 
Theory of Games: M. Oskar. Deutschland und Europa: W. ALFRED. 
On the Calculation of Cost-of-Living Index Figures : R. JOsEF. 


Weltwirtschaftliches Archiv. 


Vor. 62, No. 2, 1949. Uber die Newberechnung von Indexziffern der Leben- 
shaltungskosten in Deutschland : O. ANDERSON. An Evaluation of Post- 
War Monetary Reforms: J. PEDERSEN. Finanzpolitik und Zins: K. 
Pure. Zum Problem des abnehmenden Kapitalertragszuwachses: H. 
MernHoLp. Die Hinkommenselastizitét des Mineraldiingerverbrauchs : 
H. H. HERLEMANN 

Vou. 63, No. 1, 1949. Internationale Entwicklungstendenzen auf dem 
Gebiete der Einkommensbesteuerung : F. NeEuMAaRK. Economic Planning 
in the Welfare State: H. von Becxeratu. Die Exportférderung in 
Grossbritannien: V’. Gatz. Die europdischen Geldreformen nach 
dem zweiten Weltkrieg : F. GROTIUS. 
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Vou. 63, No. 2, 1949. Anomalien im Zahlungsbilanz-mechanismus: J. 
TINBERGEN. Sozialistische Wirtschaftsverfassung: G. MACKENROTH. 
Geldpolitische Erfahrungen der dénischen Anti-Inflationspolitik: G. 
SCHLEIMINGER. 

Vo. 64, No. 1, 1950. Joseph Alois Schumpeter in memoriam : E. ScHNEI- 
DER. Abschaffung der Devisenzwangswirtschaft?: E. Kine. Econ- 
omic Planning and Freedom: K. W. Karp. Beitrdge zur Theorie der 
Beschaftigung, des Ertrages und der Kapitalbildung : O. Kraus. Some 
International Aspects of German Cyclical Fluctuations, 1880 to 1913: J.S. 
Pesmazoctu. Food and Farming in Germany ; past, present and future : 
W. Kuartr. Die wirtschaftliche Lage der Philippinischen Republik nach 
dem zweiten Weltkrieg: J. G. Loouuts. 


Zeitschrift fiir die Gesamte Staatswissenschaft. 


Vou. 105, No. 4, 1949. Politik und Moral: A. Rtstow. Die Gestalt 
Joseph Storys: K. ZwritcertT. Adolf Lampe: E. von BECKERATH. 
Der Auftrag der Nationalékonomie in unserer Zeit: W. A. Jour. 
Moglichkeiten und Grenzen der Anwendung mathematischer Verfahren in der 
Wirtschaftswissenschaft : J. TINBERGEN. Angebots- und Nachfragespiizen : 
H. Kewwerer. Inflation and Anti-Inflation Policies in the United 
States, 1939-1949 : F. A. HeERMENS and G. 8. Watuace. Die Dialektik 
ag Geschichte und die gegenwdrtige Situation des abendlandischen Geistes : 

. Muns. 

Vot. 106, No. 1,1950. Wesenswandlung der Staatswirtschaft : A. TAUTSCHER. 
Social Legislation and Political Power: K. Puitre. Der sozialékono- 
mische Aspekt in der Wissenssoziologie Karl Mannheims : H. ScHorck. 
Die Grenzen der Sozialwissenschaft: K. Guaser. Die Entwicklung des 
Zunftwesens und die geistesgeschichtlichen Grundlagen der Gewerbefretheit : 
H. Krart. Zinspolitik: B. Lincke. The Trend of American Agricult- 
ural Policy 1920-1949 : M. R. BENEpIcT. 


Wirtschaft und Statistik. 


Vou. I, No. 10, January 1950. Das voraussichtliche Programm der Volks-, 
Berufs-, Wohnungs- und Arbeitsstittenzahlung 1950. Die berufliche 
Eingliederung der Heimatvertriebenen im Gebiet der Bundesrepublik 
Deutschland. Statistische Umschau. 

Vou. I, No. 11, Fepruary 1950. Der Aussenhandel der Bundesrepublik 
Deutschland und des Vereinigten Wirtschaftsgebietes im Jahre 1949. 

Vou. I, No. 12, Marcu 1950. Die Betriebsfidichen, die landwirtschaftlich 
benutzten Flichen und Waldfléchen der land- und forstwirtschafilichen 
Betriebe nach Gréssenklassen. Die Entwicklung der Fremdenverkehrs- 
wirtschaft im Bundesgebiet. 

No. 12 (7), Marcu 1950. Monthly Statistical Supplement. 


Wirtschaftsdienst. 


DrEcEMBER 1949. Die drei Abwertungen in Grossbritannien : B. ROPER. 
Das Problem der Liberalisierung des Handels am Modell des deutsch- 
tiirkischen Warenaustausches: F. v. Bismarcu-Osten. Niedrigere 
Verbraucherpreise durch Abbau der Handelskosten : K. C. BEHRENS. 

JANUARY 1950. Wirtschaftspolitische Gesichtspunkte in der Wettbewerbsrege- 
lung: E. Scurewe. Voraussetzungen und Motive fiir eine Kartellgesetz- 
gebung in Deutschland: F. Orrer. Die Entwicklung der Monopol- 
kontrolle in England : E. TucuTFE.pt. 

FEBRUARY 1950. Mitbestimmungsrecht und Sozialismus : G. MACKENROTH. 
Soziale Umschichtung und Verbrauch: CHARLOTTE VON REICHENAU. 
Die Beziehungen zwischen Arbeitgeber und Arbeitnehmer unter den sozialen 
Strukturverdnderungen in Deutschland: L. Hrypr. Der Kaufkraft- 
mangel in Westberlin : H. SEIDEL. 

Marcu 1950. Die britischen Exportférderungsmassnahmen : MARGARET 
Berry and H. H. Wickei. Ziele und Verfahren der Antimonopol- 
politik in den U.S.A.: B. Rover. Die Bevilkerungsbewegung in 

Westdeutschland nach dem zweiten Weltkrieg: Htbp—E WANDER. Arbeits- 
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losigkeit und Beschiftigung in Westdeutschland seit der Wahrungsreform : 
H. HARTMANN. 
Europa Archiv. 


Vor. IV, Nos. 23-4. Schaffung eines Europdischen Kulturzentrums. 
Musiksoziologie. EHinheit und Grenzen Europas bei Constantin Frantz 
und Henri Martin. Die Wirtschaftsbezichungen Indien-Europa. Grund- 
lagen und Leistungen der Ostdeutschen Landwirtschaft. Die europdischen 
industriereviere. 

Vout. V, No. 1. André Gide. Von Miinchen bis Moskau, Part I. Die 
Auswirkungen der Abwertung des britischen Pfundes. 

Vout. V, No. 2. Beginn der Kommissionsarbeit des Europarates. Aussen- 
misisterium und Auswdrtiger Dienst der Vereinigten Staaten. Von 
Miinchen bis Moskau, Part 2. Amerikanische Massnahmen zur Sicherung 
des Arbeitsfriedens. 

Vout. V, No. 3. Der europdische Bundespakt. Die britische Europapolitik, 
Part I. Die Strassburger Vorschlige zur Sicherung der Menschenrechte. 
Empfehlung der Konsultativ-versammlung des Europarates in Strassburg 

f an den Ministerausschuff iiber Menschenrechte und Grundfreiheiten. Fur 
einen europdischen Bundespakt. Die wirtschaftliche Lage Spaniens 
nach dem Zweiten Weltkrieg. 

Vol. V, No. 4. Die Kunstgeschichte auf neuen Wegen. Die britische 
Europapolitik, Part 2. Der Ausbau des Genfer Abkommens iiber Zélle 
und Handel. 

Zeitschrift fiir Nationalékonomie. 

Vou. XII, No. 1, 1948. Zur Rehabilitierung des Wieserschen Grenzgesetzes : 
L. Itty. Die Zusammenhdnge zwischen Grésse, Kosten und Rentabilitét 
industrieller Betriebe: K. GruBER. Die Wiederherstellung einer inter- 
nationalen Wahrungsordnung: F. Viro. Okonomische Zurechnung und 
praktische Wirtschaftsrechnung : R. Kerscnacit. Wesen, Bedeutung und 
gesetzliche Grundlagen der LEinheitlichkeit in der Besteuerung: R. 
PFAUNDLER. : 

Vout. XII, Nos. 2-4, 1949. Die Bedeutung der dsterreichischen Schule de 
Nationalékonomie fiir die moderne Wirtschaftswissenschaft : H. Bayrr. 
Analytical Notes on Economic Systems: T. SuRANYI-UNGER. Les macro- 
décisions et la théorie des choix: F. Perroux. Die Neutralitdt der 
Wirtschaftswissenschaft und der Begriff der Wohlfahrtsékonomie: F. 
Vitro. Zur Methodenlehre C. Mengers und der ésterreichischen Schule: J. 
DOBRETSBERGER. De la classification en histoire des doctrines économi- 
ques: J. DuBERGE. Die grosse Wende der Volkswirtschaftslehre: J. A. 
Neusaver. Uber die dynamische Theorie und eine besondere Anwendung 
auf die Theorie des Nutzens: E. Fossatit. Essai de révision de la 
Théorie des prix a la lumiére des progrés de la Psychologie moderne: J. 
Marcuau. Grundprobleme der Preistheorie: L. Ituy. La position de 
Léon Walras et de Pareto a Végard de lV’école autrichienne: B. Nogaro. 
Das Gesetz vom Grenznutzenniveau im Lichte der Kritik: A. Maur. Der 
angebliche Zirkelschluss der Preisbildungstheorie : E. ScHAMS. 


Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung. 


Vor. XXIII, No. 3, Marcu 1950. Vroiibergehende Konjunkturabsch- 
wachung. Die wirtschaftliche lage in Osterreich. Die Insolvenzen in 
Osterreich seit Kriegsende. 

De Economist. 


NovEMBER 1949. Structural Limits in Economic Development: JOHAN 
KERMAN. (In English.) The article stresses the importance of business 
cycle research : the study of time lags is the corner-stone of every serious 
attempt to explain the course and phases of cyclical change. Connec- 
tions thus arrived at are not perpetually valid. The writer differentiates 
between cycles and structure—structure being regarded as a stable 
frame round the variations. There are many different frames, which 
fall into two main groups, institutional structures and technical struc- 
tures. Using six ‘“‘ market-series ’’ and eight ‘“‘ group-series,’”’ a detailed 
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examination is made of the sixteen Juglar cycles in the U.S. and in 
England from 1830 to 1939, and the ten Juglar cycles in Sweden from 
1868 to 1939. The conclusion is that “‘ the industrial structure of society 
appears in England and in the United States around 1870, but in Sweden 
not before the beginning of the twentieth century. In the two great 
powers the world war and the great depression lead to a new structural 
pattern, in Sweden these structural limits are almost simultaneous.” 
The investigation reveals two kinds of structural limits, one occurring 
after the Crimean War in England, after the Civil War in the U.S. and 
in the beginning of the twentieth century in Sweden, being a cyclical 
consequence of industrialisation, another taking place after the First 
World War and the Great Depression, being a cyclical effect of planned 
economy. De wentelgang der wetenschap en de maatschappij van morgen : 
F. L. Potak. It is surprising how much of the fantasies of writers of 
Utopias is realised or surpassed in following centuries. The wonders of 
Gulliver’s Island of Laputa and of Lagado are now becoming realities. 
The writer refers to three indications: (i) ‘‘ The Theory of Games and 
Economic Behaviour ”’; (ii) the construction of the ‘‘ mechanical brain ” 
(the Electronic Numerical Integrator and Computer: the greatest of all 
inventions since the steam-engine, opening a wholly new era in the 
world’s history); (iii) the researches of Norbert Wiener in ‘‘ Cybernetics” 
and the work of Rachevsky, of Chicago, concerned with a mathematical 
biology of social relations. The question is raised how far a mechanisa- 
tion of society reacts on a mechanisation of the social sciences. The 
mathematical-mechanistic explanation of social phenomena encounters 
three main difficulties which are stated and examined. Is it one of the 
consequences of a continued mechanisation of society that the science of 
society must itself be synchronised by fitting it into a mechanistic 
scheme of thought? In connection with ‘‘ Culture-sociology ” it is 
suggested that the industrial mechanisation process is included in an 
all-embracing manner of living, as exemplified in the ‘“‘ American way of 
life.” In America there is blind faith in the identity of invention and 
progress. ‘‘ Structure-sociology ”’ is considered, and it is suggested that 
the new industrial revolution, the transition to automatic work and 
control, will represent the most terrible and far-reaching structural 
change of all times. In view of the consequences which may flow from 
a hypermechanistic structure of society, the writer asks whether the 
society of to-morrow will have a to-morrow. The disproportionate 
development of the technical-economic structure as against the social- 
cultural structure is the central point of the challenge of this century. 
The increasing specialisation of the sciences is a by-product of quantifica- 
tion and mechanisation. But the result is the creation of a No-Man’s 
Land where no branch of knowledge feels at home, and which is left to 
pure speculation and dilettantism. The most serious repercussions of a 
revolution in science will be on these neglected frontier territories. 
DECEMBER 1949. Bevolkingsvraagstuk en industrialisatie als economische 
problemen voor Nederland: G. Tu. J. DEtFGaauw. The rapid increase 
of population is for the Netherlands the central economic problem : all 
other questions are grouped round this. The general problem which is 
raised is to consider the place of the population-question in the system 
of economic theory. Can population be determined from other economic 
itudes? This was what Malthus and Ricardo endeavoured to do; 
the Malthusian theory, still true of Asia, has not been true of Europe 
since 1800. What is the influence exercised by the size of population on 
other economic magnitudes? An increase of population (i) means an 
increase of the productive factor “ labour,”’ while natural resources and 
complementary capital-goods lag behind, thus causing a quantitative 
distortion; (ii) it also affects the balance of exports and imports. The 
Law of Diminishing Returns is true not merely of agriculture; it may 
also be true of the whole economy. In considering the growth of popula- 
tion in the nineteenth century, it is pointed out that the Industrial 
Revolution was not a process limited to England in the first half of the 
nineteenth century; it has affected the whole world, and indeed down to 
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the present day. The negative influence of growth of population on 
well-being has been counteracted by three positive influences: (i) new 
natural resources; (ii) new techniques; (iii) new investments. Up to 
a certain point an increase of population is doubtless advantageous for 
welfare; but beyond a certain size of population these considerations are 
not effective. Turning to the effect on international exchange, the 
demographic tendencies in the Netherlands are different from those in 
most other European countries: it is the exception in Western Europe. 
Holland is already among the most thickly populated countries : the land 
is exploited to the uttermost; it is also approaching a period of capital 
scarcity. Little can be expected from the agricultural sector in absorbing 
the increase of population. There remain trade and industry; but the 
selection of industrial objects must be in agreement with the demands of 
a rational international division of labour. Estimates (from the Central 
Planbureau) are given of the amount of investment necessary to employ 
the increased population. The problem of capital provision is more 
difficult for the Netherlands with a growing population than elsewhere. 
In several respects the situation is unfavourable with regard to other 
factors (the case of coal is examined). Emphasis is laid on the import- 
ance of increase of exports; but the exports require to work-up foreign 
material. ‘The determining factor will be low labour costs. There is 
need for technical research and concentration on “ quality.” The 
Dutch are ‘‘condamnés & la supériorité.”” As a consequence of the 
growth of population the terms of trade will deteriorate. The general 
conclusion is that the increase of population threatens the standard of 
living. Pleidooi voor klaarheid rond compensatiezaken: W. Tu. 
VocELAAR. A detailed discussion of how “ compensation ’”’ works in 
the settlement of international trading accounts: a contribution to the 
technique of the “‘ Clearing ” system. 

JANUARY 1950. Het verband tussen de loonshoogte en de arbeidsintensiteit 
van de productie: Mrs. H. Goris. A mathematical discussion, fully 
illustrated with diagrams, of the relationship between the level of wages 
on the one hand, and the “ intensity of Pa of production ” on the 
other, in processes where capital and labour may mutually be substituted 
for each other. Use is made of the technique of curves of indifference 
as employed in the field of consumption : here a system of iso-productive 
curves is obtained by plotting the combinations of labour and capital 
which yield equal returns. Enige critische aantekeningen bij het werk van 
J.H. Boeke: R. Stor. Writers on colonial economy frequently express 
views at variance with currently accepted. economic theory. In illustra- 
tion, reference is made to J. H. Boeke’s “‘ Indische Economie.’ Because 
of the inadequacies and the limited applicability of general theoretical 
economy, Boeke demands an independent place for a peculiar colonial- 
economic theory. Boeke sets out the “inapplicable ’’ assumptions on 
which western economy rests. Is it true, the writer of this article asks, 
that ‘‘ general economy ”’ in fact rests on the assumptions indicated, viz., 
(a) that economic needs predominate; (b) that these needs are unlimited ; 
(c) that a permanent deficiency of welfare is the consequence; (d) that 
men seek to overcome this with the help of a developed exchange; (e) 
that in this each man acts on the grounds of a powerfully acting econo- 
mic motive, urging him to further his own interests, striving for gain ? 
Each of these assumptions is considered and refuted. The four premises 
of an eastern or colonial economy, according to Boeke, are: (a) economic 
needs are of secondary importance; (b) these needs are limited; (c) 
there is no permanent deficiency of welfare; (d) men supply their needs 
by their own production. These also are considered. Js een normatieve 
economische theorie wenselijk of noodzakelijk ?: F. Hartog. In the 
September 1948 number of De Economist, Dr. Hartog devoted an article 
to a book by Professor Polak on Knowledge and Choice in the Social 
Sciences. This provoked an article by Mr. ten Doeschate in the number 
for July-August 1949. This present article is a continuation of the 
discussion on the desirability or necessity of a normative economic 
theory. 
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FEesruary 1950. Conjunctuurpolitiek in Zweden: A. A. VAN RuIIN and 
J.E. Van DigeRENDONCK. How far the quick restoration of the Swedish 
economy after 1933 was a consequence of the ‘‘ welfare-plan ”’ of the new 
government has been a matter of discussion. Events (course of un- 
employment, etc.) are surveyed since 1930. The new government’s aim 
was to raise purchasing power, by giving normal wages in the case of 
‘** public works ” (replacing the older ‘‘ reserve works ’’), and by fixing 
guaranteed minimum prices for agricultural products. The essence of 
the changed conditions attached to ‘‘ public works ”’ was to give these the 
‘*character of normal objects.” In addition, it was decided not to 
balance the budget on a yearly basis, but on the basis of the “* conjunc- 
tuur-cycle.”” The conclusion arrived at is that Swedish welfare is the 
consequence of the conscious welfare policy of the government, and not 
of chance external and natural factors. An account is given of the 
method whereby ‘‘ public works” are operated, and the discussion is 
brought down to the post-war years. Sweden is represented as having 
been a pioneer in ‘‘ fiscal conjunctuur-policy ” in the years before the war. 
The article concludes with ‘* lessons ” for the Netherlands. Mistroostig- 
heid over mistroostigheid: F. L. PotaKx. Over mistroostigheden en 
misvattingen. J. ZisustRA. Two further contributions to the discussion 
on ‘‘ Value-judgments in Economics.” 


Aussenwirtschaft. 

Vou. IV, No. 4, DecEMBER 1949. Der Marshall-Plan fiir den wirtschaft- 
lichen Wiederaufbau Europas und die Dollarknappheit: G. HABERLER. 
Grundprobleme der Weltwirtschaft: A. BossHarptT. Agrarpolitik und 
Aussenwirtschaft : E. GEYER. 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik. 


Vot. 86, No. 1, Fesruary 1950. Die Finanzgesinnung der Bundesversamm- 
lung: E. Grossmann. AHV-Fonds, Kapitalmarkt und Konjunktur : T. 
Ketier. Volkseinkommen und Sozialprodukt der USSR.: J. Rosen. 
Lauderdales Kritik an der klassischen Okonomie: P. HEtntTz. 


Société de Banque Suisse. 
No. 1, 1950. Le marché de Vargent en Suisse: R. SPEIcH. 


Giornale degli Economisti e Annali di Economia. 


Juty—Avueust 1949. Riorganizzazione dell’economia mondiale e teoria del 
commercio internazionale: G. PatomBa. Le equazioni della dinamica 
economica nel caso pit semplice del regime di monopolio della produzione 
delle merci: G. Senstnt. Vecchi e nuovi problemi nello studio delle 
distribuzioni dei redditi: V. CASTELLANO. Cenni sulla propensione 
all’importazione : L. Diena. Sul significato di alcune costanti statistiche : 
M. DE VERGOTTINI. Su un procedimento di calcolo per l’applicazione del 
metodo dei minimi quadrati: V. AMatTo. Problemi di politica creditizia : 
C. BRESCIANI-TURRONI. 


Economia Internazionale. 


Vou. II, No. 4, NovEMBER 1949. Some Theoretical Aspects of Payment by 
Results: G. L. 8S. Smacxie. La dynamique @un marché fermé: L. 
Amoroso. L’Evolution de économie et l'économie politique : E. Varca. 
Commercio internazionale e concorrenza monopolistica : O. D’ALAURO. 


Critica Economica. 


No. 3, 1949. Jl crollo della teoria capitalistica della ‘‘ prosperita attraverso 
gli armamenti”: J. Kuczynski. Il livello di vita americano: R. 
Mosst. La via della serviti : A. PESENTI. 

No. 4, 1949. Riforma fondiaria e proprieta coltivatrice: A. Szeant. Sulla 
riforma fondiaria: R. Grizco. Linee per una riforma fondiaria: I. 
Bost. Aspetti di una riforma fondiaria nella Valle Paodana: A. DE 
POLZER. 
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Nos. 5-6, 1949. Lo squilibrio tra l' economia degli U.S.A. e quella degli altri 
paesi capitalistici : B. Manzoccut. II dissesto dell’economia britannica 
nel quadro delle relazioni economiche europee: F.pDECinDIo. L’ industria 
meccanica italiana: F. ANTOLINI. Gino Borgatta: S. Sveve. 


LD’ Industria. 


No. 4, 1949. Scienza economica, scienza politica, azione politica: B. 
Leoni. Le consequenze finanziarie di Keynes: C. Arena. Ricerche 
attorno ai costi di produzione in taluni rami dell’industria : F. BRAMBILLA. 
La Banca Mondiale e lo sviluppo economico dei paesi arretrati: V. 
MARRAMA. 

Rivista Internazionale di Scienze Sociali. 


JANUARY—FEBRUARY 1950. Lo stato presente della scienza economica e il 
pensiero di G. Toniolo: F. Vito. La lotta per lordinamento economico 
nella Russia Sovietica: A. WeBER. La teoria generale del reddito e 
dell’occupazione: S. B. ANpDREOLI. Le scienze nuove dell’uomo e della 
societa ;: C, PELLIZzI. 


Banco ai Roma (Review of the Economic Conditions in Italy). 


JANUARY 1950. The Programmes and Problems of the Electricity Industry 
in Italy: P. FERRERIO. 
Marcy 1950. The First Step in the Fiscal Reform : C. ARENA. 


Italian Economic Survey (The Association of Italian Joint Stock 
Companies). 
NOvVEMBER—DECEMBER 1949. Production Costs. 
JANUARY—FEBRUARY 1950. Unsolved Problems. 


Banca Nazionale del Lavoro Quarterly Review. 


JuLty—-SEPTEMBER 1949. The Economic Future of Europe and the E.R.P.: 
©. Ropano. Public Expenditure, Savings and Foreign Loans in the 
Development of Southern Italy: P. Saraceno. Italian Joint Stock 
Companies from 1938 to 1948 : F. Coppota D’Anna. The Construction 
of Wholesale Price Index Numbers and Wholesale Price Trends in Italy, 
May 1946—July 1949 : M. Imperator. 

OcTtoBER—DECEMBER 1949. The Medici Bank: A. Saport. Causes of 
the Decline in the Stock Exchange in Italy : L. Feperici. Recent Banking 
Developments in Italy : December 1947—September 1949 : G. PIETRANERA 
and C. Zaccut1a. The Keynesians: P. 8S. Laxsint. People’s Dwelling 
Houses in Italy : A. ScHtavi. 


Ekonomisk Tidskrift. 

Register 1899-1949. 

Vou. LI, No. 4, DecemBer 1949. Government Paper Money: A unique 
Phase in Swedish Monetary History : Er1¥F. Heckscuer. An instructive 
account of the issue of paper money in Sweden between 1789 and 1803. 
The period is interesting in that for the first time in Swedish economic 
literature there appeared a demand for a permanent paper standard. 
Atomistic and Holistic Economic Theory : GORAN NyBLEN. This article 
deals with fundamentals. An ‘“‘holistic”’ theory (the word is derived from 
the philosophical writings of Smuts) conceives society as a ‘“‘ whole” 
which is something more than the sum of its parts: it puts special 
emphasis on the mutual relationships of the parts (e.g., the individual 
producing and consuming units, the State and private firms, various 
social groups), the activity of these entities being conditioned by the 
character of the inter-relationship between them. ‘‘ Atomistic ” analysis 
concentrates on the behaviour of the individual unit and regards the 
economy as a whole as just an aggregation of these units. In the light 
of this distinction, the article proceeds to classify the major systems of 
economic analysis. First, we have the system of thought exemplified 
in Quesnay’s Tableau and its descendant, Social Accounting. The 
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projection of society as a “circular flow” is neither “‘ atomistic ” nor 
‘holistic’: it is to be regarded as a starting-point not as an end- 
product. Then we come to the ‘ interdependence” systems, from 
Walras to the modern econometric models. The utility functions, 
production functions and behaviour equations of the Walrasian system 
are essentially atomistic; the equilibrium conditions represent a particu- 
lar kind of institutional framework within which the activity of the 
planning units takes place. This latter element gives it a slight “‘ holis- 
tic’ flavour; but modern extensions of the system have not changed 
its fundamental quality—the relations assigned to one particular planning 
unit are a reality in themselves and exist independently of the functions 
relating to other planning units. By the same token econometric models 
with their ‘‘ structure coefficients ’’ remain essentially atomistic. There 
is something far more fundamental than the practical difficulties of 
conducting planned experiments which explains why economic groups 
cannot be studied in isolation. There have been reactions against 
‘‘atomism ”’ from three directions, (a) the philosophical, e.g., A. G. 
Gruchy, Modern Economic Thought, The American Contribution (1947), 
(b) the logical, e.g., von Neumann and Morgenstern, Theory of Games and 
Economic Behaviour (1947), and (c) the analysis of economic time series, 
e.g., Johan Akerman, Ekonomisk T'eori Vols. I and II (1939 and 1944) 
and Lkonomisk Kausalitet (1936). With Quesnay’s TJ'ableau and Walras’s 
Eléments d’économie politique (1874), the work of Von Neumann and 
Morgenstern will rank as a third great landmark in the history of specula- 
tion in the economic field. It seeks to classify all institutional arrange- 
ments, all relations between planning units, that are possible : the activity 
of the units under the given maximising hypothesis is determined by the 
institutional set-up in which they operate. The activity of one unit 
cannot be studied in isolation: it is bound up with the character of its 
relations with other units. The Theory of Games is, therefore, genuinely 
** holistic.” Johan Akerman bases his system on the proposition that a 
causal analysis of business cycles over a period of, say, a century cannot 
be meaningful unless one recognises that during such a period the economy 
passes through certain fundamental structural changes. He has made 
a path-breaking study of the concept of ‘‘ structure ” and the identifica- 
tion of structural landmarks; and he has reached significant results 
based on an analysis of time series relating to the United Kingdom, the 
U.S.A., France, Germany and Sweden. His concept of “structure ” 
is quite different from the structure coefficients of the econometric 
models, the latter being essentially atomistic in character. Akerman’s 
analysis shows that for each structural phase (i.e., where the structure 
remains approximately constant), there is a corresponding behaviour 
pattern for the individual entities. Samuelson has recently said, in 
discussing the future of economic dynamics, that “‘ the number of con- 
ceivable models is literally infinite and a lifetime may be spent in exploring 
possibilities.” Atomistic analysis has now become exceedingly compli- 
cated and time-consuming. One may ask whether it is worth it, con- 
sidering the criticisms of the relevancy of traditional postulates made by 
thinkers from Veblen to von Neumann and Morgenstern. What is 
needed is not refinement of a technique based on atomistic assumptions 
but an examination of the relation between the traditional and the 
“holistic ” approach with a critical appraisal of the different directions 
in which the latter is developing. The Taxation of Married Couples : 
Gunnar LINDGREN. An exhaustive and intricate analysis of the implica- 
tions of different methods of levying income tax on married couples. 
It is accompanied by four large folded sheets covered with a host of 
ingenious diagrams. For the connoisseur only. 


Skandinaviska Banken Aktiebolag. 


Vout. XXXI, No. 1, January 1950. The Future Value of Money: G. 
S6DERLUND. Devaluation: P. Jacossson. Sweden's Merchant Fleet : 
G. SIDENVALL. 
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Index. 


DECEMBER 1949. Post-war Development of International Freight Rates. 
Marcu 1950. Devaluation and Economic Policy. The Economic Situation. 
The Proposed Scandinavian Customs Union. Sweden’s Trade with Ger- 
many. 
Nationalokonomisk Tidsskrift. 


No. 5, 1949. The Net Reproduction Rate Critically Examined: Hatvor 
Gitte. The Theory of Games, Expectation Analysis and Trade Agree- 
ments: K. O. Faxtn. The attempt to construct a theory of trade- 
agreements brings us into contact with three types of economic problem : 
exchange negotiations between many parties, the analysis of behaviour 
with respect to such chances of profit or loss as can be handled by the 
probability-analysis approach, and reactions to those other possibilities 
of profit or loss which arise from the fact that the parties participate in 
a game with an undetermined solution. The first is an old problem which 
the theory of games can help us to see in anew way. With the last two, 
we have not got much further than discovering the nature of the problem, 
and our theoretical apparatus does not seem able to solve them. Some 
Perspectives in Public Finance: ARNE Lunp. The broad trends in 
thought over the past fifty years have been related to the political aims 
of the period. We can distinguish (1) The idea that the State should 
satisfy some collective needs and related to it the theoretical approach 
that treats public activities as part of the price mechanism and the 
Equivalence theory of taxation. (2) The desire for redistribution of 
income and in connection with it the ability-to-pay principle. (3) The 
problem of regulating the level of activity and modern theory: These 
three approaches to public-finance theory cannot be reconciled completely ; 
the present task is to consider where the different aims clash and also to 
analyse the effects of public finance on productivity which has now be- 
come important. Scarcity of Goods and scarcity of Labour during an 
open inflation: Bent HansEeN. An ingenious theoretical analysis of a 
continuous open inflation where the labour market and wages occupy as 
important a place as the goods market and prices. Demand for labour 
is an increasing function of the price-wage ratio and demana for goods a 
decreasing function (because of the lower propensity to consume following 
a shift to profits). There is an ‘‘ equilibrium ’”’ price—-wage ratio such 
that the excess demand for goods and for labour are such that the 
proportional rate of increase of prices and wages are equal, thus main- 
taining the ratio. A fall in the quantity of goods available due to in- 
creased Government purchases will initially raise the excess demand for 
goods without affecting that for labour so that for a time prices will rise 
faster than wages until a new equilibrium price—wage ratio is reached. 
The abolition of inflation in the goods market, say by tax increases, will 
not necessarily abolish it in the labour market, for the price-wage ratio 
may be such that each individual firm is prepared to pay higher wages 
to obtain more labour. Anti-Trust in the U.S.A.: Hans Brems. A 
survey of Court decisions in the last decade. Some Remarks on a firm’s 
pricing policy with respect to a spatial market: SVEND FREDENS. A 
theoretical analysis of the maximum profit position of a firm selling to a 
number of sub-markets between which arbitrage is possible (a) with the 
different prices in different markets independent of one-another (within 
the limits set by the possibility of arbitrage), and (b) with zone or base- 
point pricing. It is shown that (b) will be less or at the most equally 
profitable. The author maintains that it is wrong to call (b) a special 
case of (a) (i.e., of free price-discrimination), since his formula for the 
most profitable price under (b) contains that for (a) as a special case. 
No common-sense explanation of this proposition is attempted. The 
formation of the rate of interest on the bonds of Credit Associations : 
Heryricuh Larsen. Keynesian interest theory is too simple. It must 
be developed by distinguishing various kinds of assets on the supply side 
and different holders of assets on the demand side (e.g., banks, insurance, 
companies, firms, etc.). Thus in order to be applied to particular 
No. 238—voL. Lx. VE 
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countries and in order to explain the structure of interest rates, interest 
theory must be institutional. The author illustrates this theme in his 
analysis of the rates of interest on Credit Association bonds of different 
maturities. He shows that there is no “ level of interest rates ”’ because 
the prices of the different bonds do not always move in the same direction, 
and that interest-rate differentials cannot (in Denmark) be explained only 
by expectations of future rates. 

No. 6, 1949. Cartels and Competition: Hans Brems. The author first 
defines cartels (in such a way as to exclude combines and interlocking 
directorates) and competition (as the attempt to increase one’s share of 
the market). In the latter connection he criticises Triffin’s definition 
because it refers to the behaviour of buyers and not to that of the sellers. 
He then attacks the view that even in the absence of cartels there could 
not be competition in industries with large fixed costs, showing that a 
price below average variable costs will result only in a special case. For 
five types of cartel agreement he then examines the possibilities for some 
form of competition to exist and the incentives to technological improve- 
ment. He distinguishes between existing cartels and negotiations for 
the formation of a cartel; in the former case the incentives are low, while 
in the latter case technological superiority gives a firm bargaining power, 
but this does not necessarily mean that the new products and processes 
will actually be used if an agreement is concluded. Throughout, the 
argument is illustrated by actual examples. The Division of National 
Income between Social Groups: Ernar Coun. The author brings to- 
gether statistics of income distribution in Denmark at various years in 
the past three-quarters of a century, and comments upon them. The 
share of wages has been fairly constant. The General Agreement on 
Tariffs and Trade : Paut GERSMANN. 


Statistical Bulletin of Israel. 
Vou. I, No. 3, SEpTEMBER—OCTOBER 1949. 


Moneda y Crédito. 


JuNE 1949. La heulla econdmica de las capitales hispanomusulmanas : 
R. CaRANDE. Nacionalizacién de la industria en Gran Bretana: A. G. 
ORBANEJA. Thorstein Veblen: F. Estaps. 

SEPTEMBER 1949. La hacienda de Castilla bajo Carlos V : G. ConiGuio. 
La economia de la Espana cristiana en los siglos IX y X: L. G. DE 
VALDEAVELLANO. Dos puntos de vista acerca de la Teoria del Dinero : 
J. SaRDA. 

El Trimestre Econémico. 


JULY-SEPTEMBER 1949. El desarrollo econédmico de la América Latina y 
algunos de sus principales problemas: RR. PresiscH. Ensayo sobre la 
economia de la catia de azticar en Cuba: J. ALIENES Y UROSA. 

OcToBER—DECEMBER 1949. Un método de cdlculo del desarrollo econémico 
aplicado al Brasil: V. L. Marrama. La industrializacién de América 
Latina: M. Kypau. Un indice del bienestar piiblico: R. FERNANDEZ Y 
FERNANDEZ. Alfred Marshall y nuestro tiempo: A. LAGUNILLA INAR- 
rRITU. Las patentes en México de 1867 a 1876: C. H. GARDINER. 


Revista de Economia. 

DECEMBER 1949. Sondagens no dominio do r-ndimento nacional: 8S. DE 
ABREU. 

Revista Brasileira de Economia. 

Vou. III, No. 3, SepTeEMBER 1949. LEstabilizagé dos precos: E. Gupin. 
Relacées de troca post-guerra entre paises sub-desenvolvidos e paises in- 
dustrializados. O desenvolvimento econémico da América Latina e seus 
principais problemas : R. PREBISCH. 


Obzor Nérodohospoddrsky (Czech text). 


No. 1, SepTEMBER 1949. An Attempted New Revolution in Economics : 
J. NeEBESAR. (This is a critical examination of some of the views of the 
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post-Keynesian school.) Social Accounting on a Regional Basis and the 
Productivity of Labour: J. OxrouHLy. The comparability of foreign 
trade statistics : Z. FAFu. 

No. 2, OcToBER 1949. The Marshallisation of Western Europe Continues : 
Z. Buazes. Credit as an Instrument of Planned Economic Control : 
M. Koupetka. The New Czechoslovak Arrangements Regarding the 
Purchase and Distribution of Agricultural Products : V. VESELY. 

No. 3, NoveMBER 1949. The Creation of Credit Currency: J. DANECEK. 
The Social Elements in Economic Planning: J. Sima. Convertibility or 
Transferability ?: M. H. 

No. 4, DeEcEMBER 1949. The Productivity of Labour in Agriculture: J. 
PrazAk. The Holiday Industry in Czechoslovakia in 1947 and in Slovakia 
in 1948 : B. V. Cerny. National Enterprises in the German Democratic 
Republic and their Financing: D. BENES. 

No. 5, JaNuaRY 1950. How to Achieve the Fulfilment of the Economic 
Plan: J. Berdx. Communal Enterprises: D. PatecxovA. Trade 
Unionists and Productivity: E.S. Indices as a Tool for Planning: 8. 
Rezyy. 

Each issue contains also short notes on current international and 
domestic problems of economic and political interest. 


Revue de la Faculté des Sciences Economiques de L’ Université D’ Istanbul. 


Juty 1948. Die Neuordnung des Zentralbankwesens in Deutschland : 
Inmuer. La Notion Fiscale de Bénéfice et la Théorie Economique du 
Profit: R. LA GARRIGUE. 


Statisztikai Szemle (Hungarian tezt). 


OcroBER-NOVEMBER 1949. Lenin and Soviet Statistics: I. Pissarev. 
Agricultural Aspects of the 1949 census of Population and the Data from 
Békés county. The Organisation of the Census and of Statistical Surveys. 
Statistical Requirements of the Socialist Planning of Transport: L. 
Kusinyi. Reflections on the Study ‘‘ Some problems in the theory of the 
study of productivity.’ Recent Progress in the Soviet Economy: J. 
GurReEvicH. Alexis Fényes: A. VERT. A Glossary of Statistical 
Terminology. 





Gazdasdg (Hungarian text). 


Vou. IV, No. 22, NovemBer 1949. A Criticism of our System of Education 
in Accountancy: T. Varr6. Reserves for the Increase of Labour Pro- 
ductivity : G. PRUGYENSZKI. The Basic Theory of Socialist Accounting : 
I. Focaras. The Guaranteeing of Credit: M. Riesz. The Standard of 
Engagement and other Changes Affecting the Formation of Total Costs: A. 
Rapo. 

Vou. IV, No. 23, DecemMBeR 1949. Planned Cost Prices: Z. RomAn. 
Soviet Commerce: P. SziKELy. The Leading Aspects of Productivity in 
State Forestry: S. Erpés. The Standard of Engagement and other 
Changes Affecting the Formation of Total Costs : A. Rap6 (continued). 


Voprosy Ekonomiki (Russian text). 


No. 10, 1949. The Lenin Programme for the Socialist Transformation of 
Russia (Economic Platform of the Bolsheviks on the Eve of the October 
Revolution): I. GuapKov. ‘‘ Personal Economic Accounting ”’—a New 
Form of Socialist Emulation and Cost Accounting : 8. Tatur. Reorganisa- 
tion of Agriculture in Countries of Popular Democracy : N. PUKHLOV. 
Increased Currency Chaos and Inflation in the Capitalist World: A. ALEK- 
SEEV. Post-war Restoration of Ukrainian Machine Construction: A. 
Omarovski. The Imperialist Struggle for the Antarctic : S. MIKHAILOV. 

No. 11, 1949. Malenkov’s Report on the 31st Anniversary of the Revolution. 
A Giant of Soviet Industry (25th Anniversary of the Moscow ‘‘ Stalin” 
Automobile Factory): B. Bentpze. The Past 150 Years of the ‘‘ Tryokh- 
gornaia Manufaktura”’: R. Mixnatwov. The Historic Victory of the 

Chinese People: V. MasLENNIKOV. The Formation of the German 
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People’s Republic—a Turning Point in the History of Europe: G. 
Gricorigev. The Socialist Reorganisation of Agriculture in Bulgaria and 
the Class Struggle in the Bulgarian Village : V.TrknHomirov. The Work- 
ing Class of Latin America in the Struggle for Independence and Democracy : 
M. Daniievicu. On Methods of Determining the Economic Efficacy 
of Adopting Machines in the Soviet Economy: A. YEMELIANOV. The 
Economic Achievements of Democratic Hungary : L. Marxov and Iv. Sizov. 

No. 12, 1949. Stalin, the Great Theoretician of Socialist Economy: K. 
OstRovITIANOV. Stalin on the Ways of Building Communism in the 
U.S.S.R.: A. Liaprn. Stalin, the Great Leader and Teacher of the 
World’s Proletariat: S. Ivanov. Stalin, the Theoretician and Organizer 
of Collective Farming in the U.S.S.R.: A. Karavarv. Stalin, the 
Inspirer and Organizer of the Creation of a Second Coal and Metallurgy 
Base in the U.S.S.R.: V. Mrxuattova. The Triumph of the Lenin- 
Stalin Nationality Policy (on the 20th Anniversary of the Formation of the 
Tajik S.S.R.): 1. Nanzixutov. The Lenin-Stalin Teaching on Nations 
and the National-Colonial Revolution : V. VASILIEVA. 


Planovoye Khoziaistvo (Russian text). 


No. 5, 1949. New Victories of the Soviet People in the Struggle for Fulfilment 
of the Post-war Stalin Five Year Plan Ahead of Time. The 10th and 11th 
Volumes of the Collected Works of Comrade Stalin: A. KOVALIEVSKI. 
Specialisation and Co-operation in Machine Construction : I. MAKsImov. 
Organisation and Payment of Labour in Kolkhozy: G.GAPONENKO. T'he 
Collective Agreement—a weapon for the fulfilment of the State Plans: 1. 
Baranov. Devaluation of Currencies in the Capitalist Countries: M. 
Poxiakov and V. TRUBENKOV. 

No. 6, 1949. The Great Leader and Teacher of the Toiling People of the 
Whole World. Stalin and the Socialist Planning of the National Economy : 
G. Prerov. The Science of the Stalin Epoch: 8. Vavitov. The Great 
Creative Strength of Socialist Labour: I. Kuzminov. Twenty-fifth 
Anniversary of J. V. Stalin’s speech ‘‘ on the problems of Agrarian policy 
in the U.S.S.R.” : E. SottertrysKara. Comrade Stalin’s development 
of Lenin’s theory of Imperialism : A. LEONTIEV. 


Gospodarka Planowa (Polish tezt). 

NoveMBER 1949. The Soviet Union a Model Country for a Democratic 
Poland. The Role of the Party of Lenin-Stalin in Organising Socialist 
Competition: L. Byczkow. Some Problems of the Financial Plan in 
Connection with our Foreign Trade: 8. PotaczeK. Against Faulty Con- 
ceptions in Finance: B. Mince. Principles of the Rationalisation Move- 
ment: M. Lesz. The Six-year Plan for Electricity : P. Nowacxi. The 
Albanian Five-year Plan; M. JARECcz. 

DerceMBER 1949. Problems of Planning in Stalin’s Works during 1917-33. 
The Fulfilment of the three-year Plan before Schedule: J. Marzec. The 
1950 Foreign Trade Plan: J. Krynicxt. Barter Transactions in the 
Planned Economy: 8S. Szarowsx1. The Mineral Industry in the Siz- 
year Plan: 8. Lewin. Soviet Experience in Co-operation between Science 
and Industry: J. ARTIEMIENKO. Planned Agriculture in the People’s 
Democracies ; J. KOSEMIN. 


Wiadomosci Narodowego Banku Polskiego (Polish text). 


No. 10, Ocroper 1949. Planned Accountancy—the Means to Improve 
Planned Finance: Z. Witkowski. A Project to Standardise Current 
Accounts in all Banks: K. Niemsxi. Principles of Financing Invest- 
ment in 1950: R. Secomsxit. The Soviet Plan for Cash Accounts: 8. 
ZURAWICKI. 

Nos. 11-12, NoveMBER-DECEMBER 1949. A Plan for Controlling the 
Exploitation of Enterprises, Based on Short Term Output Plans: Z. 
Witkowski. Elements of Certain Problems in Public Finance: L. 
Kurowski. Problems of Standardising the Means of Exchange: T. 
CnHouinski. The Structure of Monetary Circulation and its Significance : 
M. Kucuarski. he Balance of Trade: A. SIEBENEICHEN. 
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Pari I Kredit (Monnaie et Credit) (Bulgarian text, French and Russian 
summaries). 


No. 3, 1949. The Fifth Anniversary of the Fatherland Front Government : I. 
Pauusky. The Financial Organisation of our Industry in the Transition 
from Capitalism to Socialism: L. RaucHev. Principles of the Finance 
of Agricultural Investment: D. SapunpzEv. Financial Control as an 
Indispensable Condition for the Consolidation of Accounting in a Socialist 
Economy: A. Gangeva. The Special Character of Internal Loans under 
Socialism; P. Manevsky. Conference of Bulgarian Bank Representatives : 
Report. 

No. 4, 1949. The Utilization of Soviet Experience in Banking : C. Lazarov. 
The New Lines of Development of the Bulgarian National Bank: A. 
MecuKarov. New Methods for the Attraction of Bank Deposits under the 
Socialist System: I. Patusky. The Credit and Control of Popular 
Banks: A. Kassaspov. The System of Control in Soviet Investment 
Banks: D. Sapunpzev. National Income and Capital Investment : 
K. Popov. The Housing Crisis and Loans and Savings Deposits for the 
Construction of Houses : K. PERGELOV. 


The Economic Studies Quarterly (The articles are published in 
Japanese, without English Summaries). 

Vou. 1, No. 1, January 1950. Joseph A. Schumpeter: I. Nakayama. A 
General Theory of Stability: T. Yasu1t. Comparative Statics and Stability 
Conditions: M. Fuxuoxa. Notes on Special Dynamic Process: H. 
Furuya. Minimum Cost of Living and Engel’s Law: H.Iemoro. The 
Concept of Income: K. Krnosnita. Some Considerations on the Theory 
of Multiplier: K. Mizurant. On the Theoretical Model of the Postwar 
Japanese Economy : M. SH1noHara. Changes in the Volume of Foreign 
Trade and the National Income : T. WATANABE. 





NEW BOOKS. 


British. 


Annual Report of the Council, 1948-1949. London: Royal 
Institute of International Affairs, 1950. 9”. Pp. 94. Is. 

1949, record of the activities of Chatham House during the year ended June 30, 

9. 

BritisH Tourist AND Hoxipays Boarp. Report on an Inquiry 
carried out by the Hotels Committee into Hotel Services in Great 
Britain from the User’s Point of View. London: British Tourist and 
Holidays Board, 1950. 9”. Pp. 12. 3d. 


[A survey of the service provided by hotels, prepared by the Hotels Committee 
of the British Tourist and Holidays Board with one eye on invisible exports.] 


Burton (J. H.). Control through Accounts. London: Gee & 
_ Co., 1950. 84”. Pp. 63. 88. 6d. 


[This book has been developed from a lecture given by the author during 
February 1949. It shows how accounts may be used to assist in control of a 
business in various ways. These include costing, control over stocks, proper 
stores accounts, careful apportionment of overheads so that goods are properly 
priced, budgetary control and competent use of statistics. Each of these aspects 
is examined in turn.] 


Busscuau (W. J.). The Measure of Gold. The role of gold as 
international money. South Africa: Central News Agency, 1949. 
83". Pp. ix + 164. 12s. 6d. 

[To be reviewed.] 
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The Certified and Corporate Accountants’ Year Book, 1949-50. 
London: Association of Certified and Corporate Accountants, 1950. 
7”. Pp. 636. 

[Lists of members, both in aphabetical order and under the towns in which 
they practice. Particulars of examinations are also included. J 

CuaTERJI (R.). Indian Economics. 2 vols. Calcutta: Chatter- 
jee, 1949. 8}. Pp. 474. Rs. 8. 


[A new, fourth, edition of an established text-book of Indian economics. The 
first volume covers the economic geography of India, its population, social organ- 
isation, the economic transition of this century, the special problems of Indian 
agriculture, including land tenures. That volume goes on to deal with Indian 
industries, their labour supplies and the problems of foreign trade. The second 
volume covers transport, currency, banking and finance, and the problems of 
economic reconstruction, planning and controls.] 


CLEMENS (J. H.). Balance Sheets and the Lending Banker. A 
new assessment of accounts and accounting ratios in relation to bank 
advances. London: Europa Publications, 1949. 9”. Pp. 197. 
12s. 6d. 


[To be reviewed.] 


Coasgz (R. H.). British Broadcasting. A study in monopoly. 
London: London School of Economics and Longmans, Green, 1950. 
9’. Pp. viii + 206. 12s. 6d. 

[To be reviewed.] 

Company Formation in Australia. Melbourne and London: 
Union Bank of Australia, 1950. 84’. Pp. 60. 

[This is a small book of notes which deals with the legal problems confronting 
anyone who wishes to set up a company in Australia. They cover a wide range 
of issues, including income tax, factory and health regulations, patents, land tenure, 
as well as the more obvious issues of capital raising, statutory meetings and so on.] 

Co-operators’ Year Book, 1950. Leicester : Co-operative Printing 
Society, 1950. 7}. Pp. 128. Is. 


[This year book contains a series of articles on different aspects of co-operation.] 


DeopiKkaR (G. B.). A Design for the Layout of Indian Transport 
and Communication System. Bombay: Indian Society of Agri- 
cultural Economics, 1949. 10’. Pp. ix + 97. 


[A proposal for improving India’s transport, and thus her productivity, by 
constructing a rectangular grid of roads, roadways and air services, placing new 
federal cities at the main points of intersection.] 


Dickinson (G.). Road Haulage Operation. A students’ hand- 
book. London: Isaac Pitman, 1950. 84’. Pp. viii + 187. 15s. 


[To be reviewed.] 


Dollar Sales Advertising and Sales Promotion. A practical guide 
to the advertising and merchandising of British goods in the U.S.A. 
and Canada. London: Dollar Exports Board, 1950. 94. Pp. 24. 
ls. 

[This booklet is addressed to manufacturers wishing to break into the American 
market. It is intended as a practical guide to the problems of advertising and 
merchandising. It is packed with hard-headed and realistic information and 
advice, and will be very useful to any potential exporter to those markets. In 
particular,.it insists that advertising should answer the question of the potential 
American buyer “‘ What is there in it for me? ” rather than make vague appeals 
based on the quality of British products.] 


Epwarps (R. S.). Co-operative Industrial Research. London : 
Pitman, 1950. 84. Pp. xiv + 285. 20s. 


[To be reviewed. ]} 
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European Steel Trends. London: British Iron and Steel Federa- 
tion, 1950. 10”. Pp. 9. 


[This is in effect a summary and critique of the recent report of the Economic 
Commission for Europe entitled European Steel Trends in the Setting of the World 
Market.) 


Fasnacut (G. E.). Lord Acton on Nationality and Socialism. 
London : Oxford University Press, 1949. 7”. Pp. 32. 2s. 6d. 


[Two lectures given by Mr. Fasnacht, who is a Staff Lecturer of the Oxford 
Delegacy for Baten-Maval | Studies, at a Summer School in Oxford during 1949.] 


Ganpui (M. P.) (Ed.). The Indian Cotton Textile Industry (1949 
annual). Bombay: Gandhi & Co., 1949. 10”. Pp. lii+ 174+ 
xxxi. Rs. 6. 


[This provides one of the best annual reviews of the Indian Cotton Industry. 
In 1949 conditions had changed greatly from those of earlier years when insuffi- 
ciency of supply, black markets, complaints of delays had been the chief features. 
Now the position is reversed. Demand is tapering off faster than suits the health 
of the industry, stocks are accumulating, production is being reduced, prices are 
being cut, mills are being closed and unemployment is mounting.] 


Ganpui (M. P.) (Ed.). The Indian Handloom Weaving Industry 
Annual, 1949. Bombay: Gandhi & Co., 1949. 94’. Pp. 68. Rs. 
1.8.0. 


[A new edition of this Annual, which gives detailed information and statistics 
regarding the Indian hand-loom industry. In 1949 the hand-loom industry 
was in the doldrums. This was partly because war and post-war boom conditions 
were disappearing, partly because of interruptions of trade with Pakistan.] 


Hawtrey (R. G.). The Balance of Payments and the Standard of 
Living. London: Royal Institute of International Affairs, 1950. 
84”. Pp. 158. 8s. 6d. 


[To be reviewed. ] 


Hawtrey (R. G.). Currency and Credit. Fourth edition. Lon- 
don: Longmans, Green, 1950. 84’. Pp. viii + 475. 25s. 


[In this fourth edition Professor Hawtrey has substantially revised the book 
as compared with the third edition of 1927. The chief changes are: a revision of 
Chapter II, where he has developed more fully his views of the quantity theory 
as a particular case of a demand function and his differences of interpretation 
from those of Keynes; Chapters IV and V now deal respectively with Consumers’ 
Income and Outlay and with Investment and Disposals—Professor Hawtrey is 
still convinced of the efficacy of small changes of interest rates in influencing 
capital outlay; a new Chapter VIII covers more concisely the problems of the 
mechanism of Foreign Exchange and removes a section in which (as Professor 
Hawtrey explains) he accepted the view that “the position of London as a 
financial centre depended on a faithful adherence to the standard and a familiar 
gold parity,” and in which, therefore, he was building upon an unchallenged, but 
unverified, dogma of the City, the chapters in the varlier edition which dealt 
with Financial Crises, Money and Coinage and the Theory of Banking, have been 
suppressed and the points dealt with more briefly elsewhere or in a new shorter 
chapter on Financial Crises. The space saved by these abbreviations has been 
devoted to the fuller treatment of the quantity theory and of income and outlay 
indicated above. It is good to see an old friend so effectively rejuvenated.] 


Hicks (J. R.). A Contribution to the Theory of the Trade Cycle. 
Oxford : Clarendon Press, 1950. 74’. Pp. 201. 10s. 


[To be reviewed. | 


Hovurston (J. P.). Conversations in the Train. London: Becks’ 
Printing Works, 1950. 9d. 

[In this series of imaginary conversations in the train, the author argues with 
a working-class acquaintance, with slightly socialist leanings, stage by stage, the 
Virtues of a free-enterprise economy. The economist, reading between the lines, 
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will see, turn by turn, the elements of the economic theory of a free-enterprise 
system simply and effectively set out and carrying conviction to the hypothetical 
companion of the journey. The treatment is amusing, skilful, but designedly 
slight.] 

HvLBERT-PoWELL (EVELYN). Our Threatened Industries. Lon- 
don: Hollis & Carter, 1950. 83”. Pp. viii + 134. 4s. 6d. 


[This book, which appeared a few days before the election, is a survey of the 
recent history and achievements of the industries threatened by nationalisation— 
iron and steel, sugar refining, cement, industrial assurance, the wholesale meat 
trade, water supply, the wholesale fruit and vegetable trade. The author would 
almost certainly not claim that it was anything but a vigorous ex-parte statement 
of the case for these industries to continue under private ownership. The book 
does, nevertheless, contain a substantial proportion of the evidence on which a 
more dispassionate judgment should be based, and anyone concerned to make up 
his own mind will find much valuable matter in it.] 


Innis (H. A.). Empire and Communications, Oxford : Clarendon 
Press, 1950. 7}. Pp. 230. 15s. 


(To be reviewed.] 


The Institute of Chartered Accountants in England and Wales. 
List of Members, 1950. London : Institute of Chartered Accountants, 
1950. 8”. Pp. 720. 

(The annual list of members and their firms, together with the officers and 
committee of the Council and its District Societies and lists of members in 
practice in different towns.] 

JEFFERYS (J. B.) assisted by McCott (MarGcaret) and Levert 
(G. L.). The Distribution of Consumer Goods. National Institute of 
Economic and Social Research. Economic and Social Studies, IX. 
Cambridge University Press, 1950. 9’. Pp. xix + 430. 35s. 


[To be reviewed.] 


JEFFREYS (R.). The King’s Highway. An historical and auto- 
biographical record of the developments of the past sixty years. 
London : Batchworth Press, 1949. 8’. Pp. xii + 292. 18s. 


(To be reviewed.] 


JounsTon (K. H.). British Railways and Economic Recovery. A 
sociological study of the transport problem. London: Clerke & 
Cockeran, 1949. 8’. Pp. 352. 18s. 


[To be reviewed.]} 


Kuz (L.). The Keynesian Revolution. London: Macmillan, 
1950. 84”. Pp. 218. 15s. 


[To be reviewed.] 


LancasTER (N.G.). The Accounts of a Small Company, illustrating 
the operation of budgeting and standard costs. Birmingham : Cornish 
Bros., 1949. 8}. Pp. 18. 2s. 


(The first of a series of pamphlets to be published by the Department of 
Economics and Business Administration of the City of Birmingham Commercial 
College. Its purpose is to illustrate the operations of standard costing and 
budgeting by applying them to an imaginary small engineering company.] 

Luoyp (A.). Quaker Social History, 1669-1738. London: Long- 
mans, Green, 1950. 84’. Pp. xv + 207. 2ls. 


[To be reviewed.] 
London Travel Survey 1949. London: London Transport 
Executive, 1950. 9”. Pp. 47. 


(A statistical survey, based on sampling methods, of London travel, including 
both travel to work and other more casual travel. It analyses weekly expenditure 
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on travel in relation to income, the times of peak demand and the times spent in 
travel, the proportions of journeys involving changes and the preferences as regards 
types of transport.] 


MacGrecor (J.J.). The Forest Economy of Three Private Estates 
in Great Britain. University of Oxford : Imperial Forestry Institute, 
1949. 10”. Pp. 95. 7s. 6d. 

[This monograph is based on the records of three separate and widely scattered 
estates, for each of which fairly detailed records are available over a long run of 
years. | 


MaunierR (R.). Edited and translated by E. R. Lorimer. The 
Sociology of Colonies. An introduction to the study of race contact. 
2 vols. London: Routledge & Kegan Paul, 1949. 8}. Pp. xii + 
767. 63s. 


[To be reviewed.] 


Menta (M. M.). Structure of Cotton-Mill Industry of India. 
Allahabad : Central Book Depot, 1949. 9”. Pp. 327. Rs. 12.8. 


[To be reviewed.] 

MerepiTu (H. O.). Economic History of England. A study in 
social development. 5th edition. London: Pitman, 1950. 9”. Pp. 
vi + 434. 10s. 6d. 

[This new, fifth, edition of a text-book familiar to many generations of 
students, has been prepared by Mr. C. Ellis. Part V, entitled ‘‘ The Widening of 
the Economic Struggle—the Twentieth Century,’’ contains much new material, 
particularly in two chapters dealing with ‘“‘ Departure from Laisser-Faire ” 
and ‘‘ The Changing Economic Structure.”” They take account of events down to 
1947.) 


Mitwarp (G. E.) (Ed.). Large-Scale Organisation. London: 
Macdonald & Evans (For the Institute of Public Administration), 
1950. 83”. Pp. xxi + 225. 16s. 

[This volume, produced for the British Institute of Management, prints a series 
of short accounts, by persons high in the bodies concerned, of the forms of organ- 
isation of some of the leading British industrial, commercial and public institutions. 
Thus, amongst others, Sir Geoffrey Heyworth gives an account of Lever Brothers’ 
and Unilever’s organisation; Mr. Lynex writes about I.C.I.; Mr. Underwood 
describes the Prudential; Mr. Shone describes the Iron and Steel Federation. 
Other institutions similarly described include the Ministry of National Service, 
the Post Office, the British Transport Commission, the L.C.C., the Bank of England, 
the Midland Bank, the Board of Inland Revenue. Mr. Simpson, Director of 
Organisation and Methods at the Treasury, writes an introduction, and Sir Charles 
Renold sums up at the end.] 


Morrram (R. H.) and Coote (C.). Through Five Generations. 
The History of the Butterley Company. London: Faber & Faber, 
1950. 83”. Pp. 181. 12s. 6d. 

[To be reviewed.] 

Nevite (G. W.). Denationalisation in Practice. London: Indi- 
vidualist Bookshop, 1950. 74”. Pp. 45. 2s. 


[A pre-election pamphlet showing how nationalised industries have been 
denationalised in other countries. Among examples quoted are the sale of the 
Australian State Shipping and the separation of various state railways in varying 
degrees from political administration. If one leaves out the denationalisation of 
industries and transport systems which had been taken under government control 
during war-time for special war-time reasons, the instances of actual denationalisa- 
tion, in the full sense of return to private ownership, seem to be very few.] 


Orp (L. C.). Industrial Facts and Fallacies. A contribution to 
national recovery. London: Mayflower Publishing Company, 1950. 
7”. Pp. xi + 207. 10s. 6d. 


(To be reviewed.] 
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The Pattern and Finance of Foreign Trade. With special reference 
to the City of London. London: Europa Publications (for the 
Institute of Bankers), 1949. 84’. Pp. 231. 15s. 


(To be reviewed.] 


Patterns of British Life. London: Hulton Press, 1950. 103”. 
Pp. 144. 25s. 


[To be reviewed.] 


P.E.P. Motor Vehicles. A report on the industry. London: 
P.E.P., 1950. 93”. Pp. 164. 15s. 


[To be reviewed.] 


Reip (D. C.). Money and Organisation. London: Macdonald & 
Evans, 1950. 84}. Pp. ix + 128. 10s. 


[To be reviewed.] 


Roover (R. DE). Gresham on Foreign Exchange. An essay on 
early English Mercantilism with the text of Sir Thomas Gresham’s 
memorandum for the understanding of the Exchange. Cambridge, 
Mass.: Harvard University Press (London: Geoffrey Cumberlege), 
1949. 9”. Pp. xiv + 348. 48s. 


[To be reviewed.] 


ScHLESINGER (R.). Marx, His Time and Ours. London: Rout- 
ledge & Kegan Paul, 1950. 83’. Pp. xi + 440. 30s. 


[To be reviewed.] 


ScHUMPETER (J. A.). Capitalism, Socialism and Democracy. 
London: Allen & Unwin, 1950. 83”. Pp. xvi + 412. 16s. 


(This is a new edition, which will be reviewed, of a now well-known book, 
first reviewed in the Economic JourRNAL of December 1943, by Mrs. Robinson. 
In this new edition, Prof. Schumpeter, of whose recent death this serves as a sad 
reminder, has taken the opportunity to comment upon the English developments 
since the war and to fit them into the general frame-work of his analysis.] 


SEWwELL Bray (F.). The Measurement of Profit. London: 
Oxford University Press, 1950. 83’. Pp. viii + 80. 10s. 6d. 
[To be reviewed.] 


SEWELL Bray (F.). Social Accounts and the Business Enterprise 
Sector of the National Economy. University of Cambridge Depart- 
ment of Applied Economics Monographs, 2. Cambridge: University 
Press, 1949. 94’. Pp. viii+ 100. 10s. 6d. 


[To be reviewed.]} 


SEWELL Bray (F.) and SHeassy (H. B.). Design of Accounts. 
Third edition. London: Oxford University Press, 1950. 84”. 
Pp. 372. 15s. 


[In this new edition of the book, reviewed by Mr. Stone in the Economic JouRNAL 
of June 1946, the author has brought it up-to-date in several ways. The principal 
of these is that it now includes specimen accounts related to the requirements of 
the Companies Act, 1948.] 


Situ (J. H.) and RicHarpson (PRUDENCE P.). Farming in the 
Lincolnshire Limestone Areas, 1936 to 1947. Sutton Bonington, 
Loughborough : Department of Agricultural Economics, University of 
Nottingham School of Agriculture, 1950. 93”. Pp. 99. 2s. 6d. 

[A detailed statistical study by two members of the Department of Agricultural 


Economics of the University of Nottingham School of Agriculture of two areas in 
Lincolnshire. It covers the results of the years 1936-47. Varying numbers of 
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farms composed the sample in different years, but roughly 20 to 30 farms in each 
area were included. Figures are given, amongst other things, for yields, receipts, 
farm income and the distribution of the income. Some of the latter figures are 
interesting. For the three years 1937-39, on the Kesteven Limestone the income 
divisible between wages, rent and farm income per 100 acres was about £410; 
for the years 1945-47 it was about £1,140. The verdict of the authors is that 
“the fundamental problem in the limestone areas is to obtain a better balance 
between cash crop and livestock enterprises, and unless this can be achieved there 
is real risk that the fertility of these soils will be exhausted.’’] 


SmitH (O. R.). The Conduct of and Procedure at Public Company 
and Local Government Meetings. 18th edition. London: Jordan & 
Sons, 1950. 7’. Pp. xvi + 263. 10s. 6d. 


[A new edition of a standard work on the conduct of meetings.] 


SoMERVELL (H.). Industrial Peace in our Time. London: Allen 
& Unwin, 1950. 84”. Pp. 224. 15s. 


[To be reviewed.]} 


Roper (J. I.). Joint Consultation and Responsibility in Modern 
Industry. A guide for trade union students. London: Workers’ 
Educational Association, 1950. 84”. Pp. 72. 2s. 

[A W.E.A. Study Outline which deals with the new problems confronting 
trade unionism, industry, trade unions and management respectively in relation 
to the democratic idea, the difficulties in practice, the concept of workers’ control, 
works councils and consultative committees, joint responsibility and education 
for responsibility.] 

Tuomas (L.). The Development of Wire Rod Production. A 
study of the industry with particular reference to the United Kingdom. 
Cardiff : Guest Keen & Nettlefolds, 1949. 10’. Pp. 78. Privately 
circulated. 

[A popular and generously illustrated account of this branch of the steel 
industry, published for private circulation by Guest Keen and Nettlefolds (South 
Wales), Ltd. It contains a large body of statistical information about the 
industry and a comparison of United Kingdom and United States rod mills.] 


Unwin (Sm Stantey). How Governments Treat Books. Lon- 
don: Allen & Unwin, 1950. 74’. Pp. 8. 

[A reprint of an Article in Life and Letters in which Sir Stanley Unwin castigates 
with his customary vigour the governments which tax books and learning. An 
inserted slip draws our attention to the latest folly; a purchase tax of 100% 
declared by our own Board of Trade to be collectable on the sixpenny sets of book 
tallies designed for children.] 

Whitaker 1950. Complete edition. London: Whitaker, 1950. 
74". Pp. 1126 + xxix. 12s. 6d. 

[Besides the usual information, there is some new and useful matter covering 
the staffs of the boards of nationalised industries.] 

Wrieut (F. J.). Commercial Law. Vol. 2. London: English 
Universities Press, 1950. 8}. Pp. xi + 331. 10s. 6d. 

[This new second volume is primarily concerned with the Sale of Goods, 
Negotiable Instruments, Carriage, Insurance. A section deals rather briefly with 


Legal Forms of Undertakings. Another section covers such matters as bank- 
ruptcy, arbitration, patents, designs and copyright.) 


American. 


Autasco (J.). Intellectual Capitalism. A Study of changing 
ownership and control in modern industrial society. New York and 
London: World University Press, 1950. 8”. Pp. xviii + 140. 
$3.00. 

[To be reviewed.] 
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Ausrecut (W. P.). William Hazlitt and the Malthusian Con- 
troversy. Albuquerque: University of New Mexico Press, 1950. 
9”. Pp. 124. 

- [A study of the origin and settings of Malthus’ Hssay and an analysis of Hazlitt’s 
eply.) 

AuttMAN (G. T.). Invisible Barrier. A tax specialist’s analysis of 
the business cycle. Los Angeles: DeVorss, 1949. 8”. Pp. 208. 


[To be reviewed. ] 


AtTMAN (R.). Availability for Work. Cambridge, Mass.: Har- 
vard University Press (London: Geoffrey Cumberlege), 1950. 9”. 
Pp. xv + 350. 36s. 

[This monograph seeks to answer in the American context the problem that 
was so familiar before the war in England : What exactly constitutes a condition 
of ‘“‘ Genuinely seeking work”? With increasing numbers of agencies handling 
relief in various forms the tests of availability for work have become of great 
practical importance.] 


Anperson (B. McA.). Economics and the Public Welfare. New 
York: D. van Nostrand Company (London: Macmillan), 1949. 9”. 
Pp. xiv + 602. 42s. 

[To be reviewed. ] 


AnpERson (M. D.). Total Business Fluctuations. Gainesville, 
Florida: Kallman Publishing Company, 1949. 9’. Pp. 148. 
$3.75. 


[This book, a revised version of the author’s Theory of Economic Aggregates, 
belongs to the old-fashioned school of econometrics in respect of both aspects of 
this branch of economics. The theoretical formulation, despite a formidable 
array of what the author describes as “ useful mathematical quasi-identities,” 
is essentially an extension of the Fisher version of the quantity theory; and 
while the formula for profit is similar to one of the ‘‘ fundamental equations ” 
propounded by the late Lord Keynes in his T'reatise of Money, the General Theory 
and subsequent controversy seem to have escaped the author’s attention. Mone- 
tary theorists will also be dissatisfied with the introduction of ‘‘ the Weber- 
Fechner psycho-physical law ” and the omission of the price level in the determina- 
tion of the marginal utility of money. On the statistical side, verifications and 
applications of the theoretical models are presented with too little attention to the 
difficulties of obtaining reliable information from simple correlations of time- 
series. Nevertheless, some of the author’s mathematical manipulations yield 
interesting results: as an added inducement to the reader, the last chapter out- 
lines a method of forecasting the average price of common stocks from quarter to 
quarter.] 


Beatty (SisteER Mary ALEXxINE). Bank Failures in the District 
of Columbia in the Twentieth Century. Washington D.C.: Catholic 
University of America Press, 1949. 9”. Pp. xii + 272. 

[A Ph.D. Thesis of the Catholic University of America.] 


BoscHan (P.). National Income, a cross section view. New York : 
Augustus M. Kelley, 1950. 84”. Pp.32. $1.00. 


[An attempt to present national-income data diagramatically.] 


Burns (A. F.). Production Trends in the United States since 1870. 
New York: Augustus M. Kelley, 1950. 84”. Pp. xxxii + 363. 
$4.00. 


19854 report by a different publisher of a well-known book which first appeared in 
4. 

CaDMAN (J. W.). The Corporation in New Jersey. Business and 
Politics, 1791-1875. Cambridge, Mass.: Harvard University Press 
(London: Geoffrey Cumberlege), 1949. 8}. Pp. xvi + 462. 48s. 


[To be reviewed.] 
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CiaRK (J. M.). Strategic Factors in Business Cycles. New York : 
Augustus M. Kelley, 1949. 84’. Pp. xi+ 238. $2.50. 


[This is a reprint, handled by a new publisher, of Prof. J. M. Clark’s well- 
known book, which first appeared in 1933.]} 


CLEMENCE (R. V.) (Ed.). Readings in Economic Analysis. Vol. I. 
General Theory. Pp. xi-+ 131. Vol. Il. Prices and Production. 
Pp. xi + 259. Cambridge, Mass.: Addison-Wesley Press Inc., 150. 
9”. 


[To be reviewed.] 


DELIVANIS (D.) and CLEVELAND (W.C.). Greek Monetary Develop- 
ments, 1939-1948. A case study of the consequences of World War II 
for the monetary system of a smail nation. Bloomington, Indiana : 
Indiana University Bookstore, 1949. 10”. Pp. 196. Paper $3.00. 
Cloth $3.50. 


[This monograph is described as a case study of the consequences of the 
Second World War for the monetary system of a small nation. Part I describes 
the history in five phases, with some analysis of each. Part II discusses the 
monetary reforms of 1944 and 1945 and the prospects of further reform as seen in 
1948.] 


Dickinson (F. G.). An Analysis of the Ewing Report. Chicago : 
American Medical Association, 1949. 11}”. Pp. 14. 


[The Ewing Report, commissioned by President Truman and published just 
before the presidential election, called for a drastic expansion of government 
health programmes, through a system of compulsory health insurance, as a means 
to realise certain ‘‘ feasible ’ health goals during the next decade. This review 
of the report, by the Director of the Kureau of Medical Economic Research of the 
American Medical Association, vigorously attacks the arguments and conclusions 
of the report. It argues, in particular, that no medical improvements can pre- 
vent deaths; that all they can do is to postpone deaths and to make sure that they 
are attributable in greater degree to the normal causes of death in old age; that 
American medicine has made such remarkable progress during the past fifty years 
that the expectation of life at birth is now sixty-eight years against forty-nine 
years at the beginning of the century. All this is undoubtedly true and important. 
But Dr. Dickinson’s review manages to convey a sense of complacency in the face 
of such killers as cancer, the communicable diseases, and infant and maternal 
mortality that, to a layman at least, appears rather shocking. Doubtless, the 
Ewing Report was crude and possibly even animated by political considerations. 
Nevertheless, the improvement of national health is a proper objective to pursue. 
Dr. Dickinson contends that, since the nation as a whole spends only 4% of its 
national income on health and medical services, that is what everyone (including 
the families of the sick) really desire to spend in this way. Are there in America 
no families, with sick members, which, if means existed for them to spend more on 
such services now, would willingly forego other forms of expenditure in the future ? 
Is not that the real essence of a health service based on insurance ?] 


Dickinson (F.G.). A Brief History of the Attitude of the American 
Medical Association toward Voluntary Health Insurance. Chicago : 
American Medical Association, 1949. 8}. Pp. 30. 


(This pamphlet traces the official policy of the American Medical Association 
to voluntary health insurance since 1916. The conclusion is that ‘‘ the American 
Medical Association has never opposed the development of voluntary sickness 
insurance plans in this country (i.e., U.S.A.) as they exist to-day.”” But, in earlier 
years, plans having an uncertain actuarial basis were considered dangerous, and 
objections were made to certain features of early years which were considered to 
be inimical to both patient and physician.] 


Eacueton (C.) (Ed.). 1949 Annual Review of United Nations 
Affairs. New York University Press (London: Geoffrey Cumberlege), 
1950. 9”. Pp. 322. 40s. 


[This is a volume of addresses to a Conference organised by New York Uni- 
versity on the subject of United Nations Affairs. Most of the addresses were 
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delivered by United Nations officials, and they deal with the problems of each 
department. Those dealing with the work of the Economic and Social Council 
were Sidney Bell, Edwin Henson, Alva Myrdal, Lin Mousheng.] 


GaRNETT (A. CAMPBELL). Freedom and Planning in Australia. 
Madison: University of Wisconsin Press, 1949. 8”. Pp. x + 331. 
$4.00. 


[To be reviewed.] 


GinzBERG (E.). A Pattern for Hospital Care. Final Report of the 
New York State Hospital Study. New York: Columbia University 
Press (London: Geoffrey Cumberlege), 1949. 9”. Pp. xxiv + 368. 
36s. 


[To be reviewed.] 


Gotp (B.). Wartime Economic Planning in Agriculture. New 
York: Columbia University Press (London: Geoffrey Cumberlege), 
1949. 10”. Pp. 594. 55s. 


[To be reviewed.]} 


Governmental Mechanism for the Conduct of United States Foreign 
Relations. Washington D.C.: Brookings Institution, 1949. 9”. 
Pp. 58. 50 cents. 

[This well-planned and authoritative pamphlet sets out the risks of the various 
elements of the Executive Branch and of Congress itself in controlling the conduct 
of U.S. Foreign Relations, and discusses the Congressional—Executive relations, 
and those of the Governor with the people so far as they concern this field.] 


GreEIG (GERTRUD B.). Seasonal Fluctuations in Employment in 
the Women’s Clothing Industry in New York. New York : Columbia 
University Press (London : Geoffrey Cumberlege), 1949. 9’. Pp. 164. 


22s. 
[To be reviewed.] 


GuTuRIE (J. A.). The Economics of Pulp and Paper. Pullman, 
Washington: State College of Washington Press, 1950. 9’. Pp. 
xi-+ 194. Cloth $2.50; Paper $1.50. 

[The author, who is Professor of Economics in the State College of Washington, 
has sought to bring together, from official and other sources as much information 
as is available about this important but somewhat secretive industry. In par- 
ticular he has succeeded in throwing a good deal of new light on costs, prices and 
profits. But even so his first conclusion relates to the dearth of information. 
The great problem facing the industry is the increasing shortage of pulpwood.]} 


Haney (L. H.). History of Economic Thought. New York and 
London: Macmillan, 1949. 8”. Pp. xxii + 996. 37s. 6d. 

[This is a new, fourth, edition of a book which was first reviewed by Mr. Fay in 
the Economic JourNAL of December 1911, and of which the third edition was 
noted in the issue September 1936. Five new chapters deal with Wicksell, 
Cycle Theory, Limited-competition Theory, Keynes, and General Equilibrium 
Theory.] 


Harris (Seymour E.). The Market for College Graduates. Cam- 
bridge, Mass.: Harvard University Press (London: Geoffrey Cum- 
berlege), 1949. 8’. Pp. xiv + 207. 32s. 


[To be reviewed.] 


Hipy (R. W.). The House of Baring in American Trade and 
Finance. Cambridge, Mass.: Harvard University Press (London : 
Geoffrey Cumberlege), 1949. 8}. Pp. xxiv + 631. 60s. 

[To be reviewed.] 
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HisPaANic FOUNDATION OF THE LIBRARY OF Cona@RESS. Handbook 
of Latin American Studies: 1946. No. 12. Edited by F. Aguilera, 
assisted by Charmion Shelby. Cambridge, Mass. : Harvard University 
Press (London: Geoffrey Cumberlege), 1949. 9’. Pp. 364. 68s. 


[To be reviewed.] 


Hunter (L.C.). Steamboats on the Western Rivers. Cambridge, 
Mass.: Harvard University Press (London: Geoffrey Cumberlege), 
1949. 9”. Pp. xiii + 684. 80s. 

(This history of the steamboats on the American rivers, which played such an 
immense part in American economic development, begins with the technical 
story. It describes the first beginnings, the structural evolution of the design of 
the boats and the mechanical improvements in their engines. It goes on to the 
improvements to the rivers and the methods of circumventing the troubles of 
rapids, snags and bars. Next we come to the techniques of operation, the dangers 
and the accidents. Then we are plunged into the more economic aspects: the 
business organisation, sources of capital, profits and losses. Next come the 
social aspects: life on board, the fares, trials, discomforts, hardships. Then the 
crews: the sources of recruitment, their working conditions and discipline. 
Finally comes the period of decline and the extinction of the steamboat by the 
railways. It is a fascinating story and a valuable addition to American history.] 


INDUSTRIAL RELATIONS RESEARCH ASSOCIATION. Membership 
Directory. October 1949. Chapman, Illinois: Industrial Relations 
Research Association, 1949. 9”. Pp. xii + 137. 

[An alphabetical list of members of the Association followed by a topographical 
list of members in various towns and an occupational list of members in various 
occupations, including various academic categories, management, union, govern- 
ment, legal and consultant.] 


INDUSTRIAL RELATIONS RESEARCH ASSOCIATION. Proceedings of 
First Annual Meeting. Cleveland, Ohio, December 29-30, 1948. 
Edited by Milton Derber. Champaign, Illinois: Industrial Relations 
Research Association, 1949. 9’. Pp. 255. 

[These proceedings of the First Annual Meeting contain the papers and the 
principal contributions to the subsequent discussions. Writers of papers include 
E. E. Witte, E. S. Mason, Lloyd Reynolds, G. W. Taylor, H. R. Northrup, J. D. 
Brown, H. M. Cassidy, A. Kornhauser, C. W. Mills.] 


INDUSTRIAL RELATIONS RESEARCH AssocIATION. Psychology of 
Labor-Management Relations. Edited by A. Kornhauser. Cham- 
paign, Illinois: Industrial Relations Research Association, 1949. 9”. 
Pp. 122. $1.50. 

[This contains seven papers prepared for a Conference on the subject matter 
of its title, held at Denver during September 1949. They have been introduced 
by Prof. Arthur Kornhauser of Wayne University.] 


KimsBatt (M.). Corporate Finance, Principles and Practice. 
Ames, Iowa: Littlefield, Adams, 1949. 8’. Pp. viii + 305. 


[To be reviewed.] 


MACcLAURIN (W. R.) assisted by Harman (R. Joyce). Invention 
and Innovation in the Radio Industry. New York and London: 
Macmillan, 1949. 8’. Pp. 304. 45s. 


[The purpose of this very interesting monograph is to see how the patent system 
has worked in a particular industry with rapid technical advance, what have been 
the sources of innovation and what have been the relative contributions of the 
older firms and the new entrants who came in to exploit an innovation. It seeks 
to relate the history of invention, innovation (and litigation) in the radio and 
television industries to Schumpeter’s theories of the role of technological change in 
economic development. ] 
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MeriaM (L.), SCHLOTTERBECK (K. T.) and Maronrey (MILDRED). 
The Cost and Financing of Social Security. Washington D.C.: 
Brookings Institution, 1950. 9”. Pp. ix + 193. $3.00. 


[To be reviewed.] 


Meruin (S. D.). The Theory of Fluctuations in Contemporary 
Economic Thought. New York : Columbia University Press (London : 
Geoffrey Cumberlege), 1949. 9’. Pp. 168. 22s. 


[To be reviewed.] 


Mertz (H.) and Tuomson (C. A. H.). Authoritarianism and the 
Individual. Washington D.C.: Brookings Institution, 1950. 9”. 
Pp. ix + 371. $3.50. 


[To be reviewed. ] 


Miter (J. P.). Pricing of Military Procurements. New Haven: 
Yale University Press (London: Geoffrey Cumberlege), 1949. 9”. 
Pp. xiv + 292. 32s. 


‘To be reviewed.] 


MitcHEeLL (WESLEY C.). The Backward Art of Spending Money 
and Other Essays. New York: Augustus M. Kelley, 1950. 64’. Pp. 
vii + 421. $3.00. 


[A small, handy new edition of Prof. Wesley Mitchell’s well-known book of 
Essays. The first edition was reviewed by Prof. Phelps Brown in the Economic 
JOURNAL of September 1937.] 


Morpuy (H.C.). The National Debt in War and Transition. New 
York and London: McGraw-Hill, 1950. 9’. Pp. 295. 30s. 


[To be reviewed.] 


NATIONAL CONFERENCE OF SoctaL Work. Social Work in the 
Current Scene. New York: Columbia University Press (London : 
Geoffrey Cumberlege), 1950. 9”. Pp. ix + 392. 38s. 


[This volume reprints thirty-five papers presented to the National Conference 
on Social Work held at Cleveland, Ohio, in June 1949. It divides into three 
sections: philosophy; programme; practice. A very wide range of problems 
are covered, ranging from human rights, and the government and the individual, 
to mental and medical care, social security, industrial welfare, housing, the func- 
tions of psycho-therapy, juvenile delinquency, techniques of social work.] 


NerFr (F. A.). Economic Doctrines. New York and London: 


McGraw-Hill, 1950. 9”. Pp. xii + 532. 38s. 6d. 
[To be reviewed.] 


Onin (B.). The Problem of Employment Stabilization. New 
York: Columbia University Press (London: Geoffrey Cumberlege), 
1949. 8”. Pp. 173. $2.75. 

[To be reviewed.] 


PARMELEE (M.). Geo-Economic Regionalism and World Federa- 
tion. New York: Exposition Press, 1949. 84’. Pp. 137. $2.50. 


[This book is described as ‘‘ a plan for global peace and prosperity through a 
world federation organised in accordance with the geo-economic facts of life.’’] 


PLANNING PampPuHLeEts. No. 70. Federal-State-Local Relations in 
Agriculture. By J. D. Black. Washington D.C.: National Planning 
Association, 1950. 74”. Pp. vi+ 46. 50 cents. 

(The points of overlapping and conflict between Federal, State, County and 
other local agencies are many. The chief are the Agricultural Extension Service, 
the Production and Marketing Administration, the Soil Conservation Service, the 
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Reclamation Service of the Department of the Interior and the Tennessee Valley 
Authority. This pamphlet examines the various activities of the Federal, State 
and Local Authorities and makes suggestions for their co-ordination.] 

Proceedings of the International Statistical Conferences. Vol. IV. 
Edited by Elizabeth Phelps. Washington D.C.: Inter American 
Statistical Institute, 1949. 10”. Pp. 618. 

[This volume prints, both in English and in Spanish, a record of the papers 
and proceedings of the First Session of the Inter-American Statistical Institute 
held in Washington during September 1947. Discussions were devoted to such 
questions as statistical training, classification and statistical practices in trade 
statistics, industrial and mining statistics, a world census of agriculture, and the 
need for subject classification for statistical materials.] 

Rosertson (D. H.). Banking Policy and the Price Level. An 
essay in the theory of the trade cycle. New York : Augustus M. Kelley, 
1949. 73”. Pp. xvii+ 103. $1.75. 

(This fourth, revised, printing of the American edition of Prof. Robertson’s 
well-known book contains a most important new preface in which Prof. Robert- 
son briefly sets out, inter alia, the relation of his own thinking, at the tim of 
writing and subsequently, to that of Keynes.] 

Rosryson (D. E.). Collective Bargaining and Market Control in 
the New York Coat and Suit Industry. New York : Columbia Univer- 
sity Press (London : Geoffrey Cumberlege), 1949. 9”. Pp. 248. 28s. 


[This monograph records the history and analyses the experiences of the system 
of collective bargaining which has existed for some forty years in the industry 
concerned. ] 

ScHLAIFER (R.) and Heron (8. D.). Development of Aircraft 
Engines. By R. Schlaifer. Aviation Fuels. By S. D. Heron. 
Harvard University : Graduate School of Business Administration, 
1950. 8”. Pp. xviii + 754. $5.75. 


[To be reviewed.] 


Srevers (A. M.). Has Market Capitalism Collapsed? A Critique 
of Karl Polanyi’s New Economics. New York : Columbia University 
Press (London: Geoffrey Cumberlege), 1950. 9”. Pp. 387. 38s. 


[To be reviewed.] 


Smiru (A. H.). Economics for our Times. New second edition. 
New York and London: McGraw-Hill, 1950. 9’. Pp. 534. 22s. 6d. 


[An attempt to make economics palatable and digestible by American tech- 
niques of packaging. It is replete with illustrations, cross-headings, sub-headings, 
aims of the chapter and a final quiz. It is assumed that the reader cannot take in 
more than ten lines of text without more intellectual stimulant of this kind. A 
European reader is left wondering how far how little knowledge can be expected 
to go, whether so little as is here purveyed is worth having, and for what age of 
infant this baby-food is designed.] 


Socialism in America, 1950. Washington D.C.: Chamber of 
Commerce of the U.S.A., 1950. 9”. Pp. 74. 50 cents. 

[A blood-curdling account of the horrors of Socialism in England, with the 
obvious lessons for America.] 

TRayNoR (DEAN E.). International Monetary and Financial 
Conferences in the Interwar Period. Washington D.C.: Catholic 
University of America Press, 1949. 9’. Pp. ix + 193. 

[A Ph.D. Thesis of the Catholic University of America.] 


Uxricu (D. N.), Booz (D. R.) and Lawrence (P.R.) Management 
Behavior and Foreman Attitude. Harvard University: Graduate 
School of Business Administration, 1950. 8”. Pp. 56. 75 cents. 


[A case study based on the experience of an unidentified post-war plant in an 
unnamed ‘“ suburb of a large eastern city,” which employed about 500 people 
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and which, because of losses, was engaged in overhauling its methods of produc- 
tion. Between the higher management, new and full of goodwill but very 
ignorant of what was going on in the minds of the workers, and the large number 
of semi-skilled hand-labour operators at the work bench, whose tasks were con- 
tinually being revised, was a thin bridge of supervisory personnel, who found it 
exceedingly difficult to reconcile the demands of the workers on one side and of 
management on the other, and who received little help from general management 
in this task. This study examines the problems involved.] 


Umpsreit (M. H.), Hunt (E. F.) and Kiyter (C. V.). Modern 
Economic Problems. New York and London: McGraw-Hill, 1950. 
9”. Pp. xvii + 642. 40s. 6d. 

(To be reviewed.] 


UNIVERSITIES-NATIONAL BuREAU COMMITTEE ON EcoONOmic 
ResgEarcH. Problems in the Study of Economic Growth. New 
York : National Bureau of Economic Research, 1949. 11”. Pp. 250. 
$2.00. 


[To be reviewed. ] 


Wotrr (K. H.) (Ed.). The Sociology of Georg Simmel. Glencoe, 
Illinois: Free Press, 1950. 84”. Pp. Ixiv + 445. $5.50. 


[To be reviewed.] 


South American. 


Bagu (S.). Economia de la Sociedad Colonial. Ensayo de historia 
comparada de America Latina. Buenos Aires: ‘“ El Ateneo ”’, 1949. 
8”. Pp. 300. 


[This monograph is concerned with the early settlement of Latin America.] 


French. 


Attats (M.). Abondance ou Misére. Paris: Librairie de Médicis, 
1946. 7}. Pp. 131. 
[To be reviewed.] 


Auats (M.). A la recherche d’une discipline économique. Part I. 
L’économie pure. Vol. I and annexes. Paris: Centre d’Etudes 
Econometriques, 1943. 13”. Pp. 852, and 68. 


[To be reviewed.] 


ANGELOPOULOS (A.). L’Etat et la Prospérité Sociale. Nouveaux 
principes de finances publiques. Paris: Librairie Générale de Droit 
et de Jurisprudence, 1949. 9’. Pp. 198. 400 fr. 


[The general purpose of this work is to provide the prospective reader with an 
outline of the theory and practice of social planning as accepted and developed in 
Western Europe and in the U.S.A. It is divided into three main sections. The 
first considers the evolution of State intervention in regard to the regulation of 
economic activity as influenced by the gradual! changes in “‘ progressive ” thought 
towards social problems. To describe in any adequate fashion the changing 
functions of the State from feudal times to the outbreak of the late war in thirty- 
four pages is a singularly difficult task and, in view of the constant recourse to 
over-simplified judgments of events, the attempt is hardly successful. The 
second section sets out clearly enough ‘the objectives of economic and social policy 
which in the author’s opinion require fulfilment by State intervention, namely the 
provision of community services, responsibility for economic stability and 
equitable distribution of income. These objectives are then compared with 
existing national programmes. In the last section the objectives are shown to be 
capable of attainment only within the framework of economic planning conceived 
in terms of Keynesian theory as interpreted by socialist economists. This appears 
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to justify the inclusion of a concise, if over-simplified, discussion of Keynesian 
theory unalloyed with any consideration of some of the practical difficulties of 
planning which Keynes and many of his followers have so carefully noted. A 
feature of the book is the mammoth bibliography compressed in footnotes which 
the diligent English reader will find useful if he desires to follow Continental 
discussion of contemporary social problems.]} ‘ 


AUBERT :JANE). La Courbe d’Offre. Paris: Presses Universi- 
taires de Fra.ce, 1949. 9’. Pp. 263. 
[To be reviewed.] 


Bartou (H.). La doctrine économique et sociale de Karl Marx. 
Paris: Editions du Seuil, 1950. 9”. Pp. 414 
[To be reviewed.] 


GxorcE (P.) and Others. Etudes sur la Banlieue de Paris. Paris : 
Armand Colin, 1950. 93”. Pp. 175. 


[This book, one of a well-known series of studies on the social sciences whose 
predecessors have been reviewed in this journal, consists of a number of mono- 
graphs on the main features of the urbanisation of Paris in the last thirty years 
with particular reference to the sociological aspects of the growth of dormitory 
areas. Apart from the introductory study by Prof. George on the formative 
influences on the growth of urban agglomerations, which also delineates the research 
techniques used in the work, particular mention must be made of M. Lavaneyra’s 
extensive study of the Paris commune of Saint Maur des Fossés. M. Lavaneyra 
illustrates the well-known urban phenomenon of cross-city travel from residence 
to work (described in Continental literature by the striking term ‘“‘ Pendel- 
wanderung ’’) with exhaustive statistics and then proceeds to examine the demo- 
graphic, social and economic structure of the commune in detail. A shorter study 
by M. Elhai contains some useful comparative data on family budgets of persons 
living in the French equivalent of council houses. It should also be mentioned 
that the quality of paper and printing of this series, in many ways superior to 
that of many of the copious paper-bound volumes on the social sciences received 
from France since the end of the late war, is maintained in this number.] 


Gurviton (G.) (Ed.). Industrialisation et Technocratie. Paris: 
Armand Colin, 1949. 9”. Pp. xii+ 214. 400 fr. 


{It is symptomatic of the upheaval created by the war that Burnham’s 
Managerial Revolution, first published in the United States in 1941, should only 
now become a subject of controversy in French academic circles. (A French 
translation appeared in 1947 under the misleading title of L’Hre des Organisateurs.) 
This book brings together in printed form the lectures and discussions of Burn- 
ham’s book held at the Semaine Internationale of the Centre Etudes Sociolo- 
giques in Paris in 1948. The authors include a number of eminent Frenchmen, the 
economists Bettleheim and Fourastie among them, and their foriegn counterparts, 
the latter including the late Harold J. Laski and Everett Hughes of the University 
of Chicago. The Managerial Revolution is, however, only the point of departure 
of some of the lectures; for instance, Henri Lefébvre’s ‘“‘ Les Conditions Sociales 
de L’Industrialisation ’’ is more concerned with the social implications of Burn- 
ham’s thesis. The review singles out for comment two of these lectures. Bettel- 
heim’s lecture makes a strong attack on the assertion that ‘‘ managers” are 
observable as a distinct social class, and his argument is cogent and forceful. 
Georges Friedmann, in Les T'echnocrates et la Civilisation Technicienne, reminds us 
that Augustin Cournot was more than a pioneer among mathematical economists 
but also an acute observer of social trends and the originator of a theory of 
economic and political change which, M. Friedmann maintains, is as compre- 
hensive as that of Marx. As is inevitable in this kind of publication, there is a 
fair amount of repetition in the content of the lectures. This is more than com- 
pensated for by the continuity preserved in the work by the intervening discussion 
between the individual papers to which not only the authors themselves but also 
other French economists and sociologists contribute.] 


James (E.). Histoire des théories économiques. Paris: Flam- 
marion, 1950. 73”. Pp. 327. 450 fr. 
[To be reviewed.] 
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LassERRE (G.). Socialiser dans la Liberté. Paris: Albin Michel, 
1949. 8”. Pp.314. 390 fr. 


[The study of the twilight of Capitalism seems to have a particular fascination 
for the French economist. It is unusual if a book on current economic problems 
does not begin with some sort of broad survey of the failures of free enterprise ; 
and M. Lasserre begins this book in the traditional manner. It would be unfair 
to compare this part of his book (the first eighty pages) with, say, the work of 
Henri See of Pirou, for no more than a sketch is given of the details of downfall. 
Nevertheless, we hear too much of the malpractice of the capitalist profiteer and 
too little of the stupidity of the practising politician. In discussing the questions 
of the hour, the author’s argument might be that socialism has displaced but 
hardly replaced capitalism. There is nothing unfamiliar in this central theme, 
and the variations on it amount to commentary on a wide range of separate 
topics. Some of the incidental discussion of French post-war experience is bound 
to interest the British reader, in particular when it turns to nationalisa- 
tion problems. The last chapter of the book reminds us once again of the 
emotional power of the French language and of the inimitable faculty of their 
social scientists of being able to discuss technical problems and ‘“‘ la mystique de la 
vie humaine ”’ in the same breath without giving the impression of incongruity.] 


RenovarD (Y.). Les Hommes d’Affaires italiens du moyen age. 
Paris: Armand Colin, 1949. 9”. Pp. ix + 262. 480 frs. 


[The book combines a literary study of the Italian mercantores of the Middle 
Ages with an economic history of the Mediterranean. While a good deal of 
attention is paid to the growth of the various commercial dynasties of the Italian 
ports, M. Renouard also draws some interesting general conclusions about the 
cultural influence of the precursors of modern Capitalism.] 


Saint-GERMAIN (J.). Les Financiers sous Louis XIV. Paul 
Poisson de Bouvalais. Paris: Librairie Plon, 1950. 8’. Pp. 290. 


(The financial intrigues perpetrated by the ministers of Louis XIV and their 
sycophants has always been a popular subject among historians. M. Saint- 
Germain has produced evidence to show that in the latter half of Louis’s reign the 
activities of the comparatively little-known de Bourvalais were of some significance. 
The documentation of this work may interest the economic historian and there is 
quite an extensive bibliography provided.] 


Belgian. 


JACQUEMYNS (G.). Opinions des Belges au sujet des tramways, du 
Congo, du Pacte Atlantique. Les prévisions électorales Gallup. 
Brussels : Institut Universitaire d’Information Sociale et Economique, 
1949. 9”. Pp. 38. 


[The results of polls on the subjects of the replacement of trams by buses, the 
interest of Belgians in their colonies and the Atlantic Pact.] 


German. 


BaaveE (F.). Kieler Studien No. 1. Der europiische Longterm- 
Plan und die amerikanische Politik. Kiel: Instituts fiir Weltwirt- 
schaft an der Universitaét Kiel, 1949. 8’. Pp. 16. 


[The author is the new Director of the famous “ Institute” in Kiel. The 
booklet is the text of an address delivered to the Association of German Research 
Institutes in September 1949. After stressing the degree of economic integration 
reached in Europe before the Second World War and now lost, and illustrating the 
advantages of such integration by reference to the United States economy, the 
author proceeds to describe Western Germany as the indispensable factor in a new 
Western European integration. He describes Western Germany as “‘ an artificial 
second England ” without the possibilities of economic planning within the sterling 
area open to England. In his view, Western Germany can be made viable only by 
following the same principles of free trade which served England so well in the 
middle of the nineteenth century.] 
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BRINKMANN (C.). Friedrich List. Berlin: Duncker & Humblot, 
1949. 9”. Pp. 359. DM 16. 


[To be reviewed.]} 


Eener (E.). Wirtschaftliche Raumordnung in der industriellen 
Welt. Bremen-Horn: Walter Dorn, 1950. 8’. Pp. 118. DM 4. 


[To be reviewed.] 


Gatz (W.). Kieler Studien No. 2. Zahlungsbilanzprobleme der 
Nachkriegswirtschaft Grossbritanniens. Kiel: Institute fiir Welt- 
wirtschaft an der Universitat Kiel, 1949. 8”. Pp. 47. 


[A detailed statistical analysis of the British balance-of-payments position up 
to June 1949. The loss of overseas investments, deterioration in terms of trade, 
dollar deficit and sterling balances are all duly stressed and analysed in turn. In 
connection with the devaluation of September 1949, the author makes the 
interesting point that its main advantage may lie in a stimulation of private 
United States investments in the sterling area.] 


Gross (H.). Facts and Figures relating to the Disintegration of 
the I.G. Farbenindustrie Aktiengesellschaft. Kiel: Institut fir 
Weltwirtschaft, 1949. 114’. Pp. 12. 

[This represents an attempt to estimate the annual turnover and manpower of 
the units into which I. G. Farben may be broken up, in pursuance of the policy of 
the prevention of undue concentration of economic power. The estimates for 
such units are then compared with those of I.G. Farben itself for 1938 and 1943 
and with such comparable figures as could be obtained for similar units in other 
countries. The implication is that German units that would be consequent on any 
greater break-up than into three main groups would be too small to compete 
effectively in world markets. Since competitive power does not depend only on 
total turnover or manpower, but rather on the scale of activity in particular 
branches and products, it is not wholly clear that the author’s contention is really 
proved.] 


MackenrotH (G.). Methodenlehre der Statistik. Gdéttingen : 
Vandenhoeck & Ruprecht, 1949. 93”. Pp. 210. 
[To be reviewed.] 


Nevu.ine (W.). Neue deutsche Agrarpolitik. Tiibingen: J.C. B. 
Mohr, 1949. 9”. Pp. vi + 250. 


[The author, Professor of Economics in the University of Hamburg, has sought 
to outline the conditions relevant to the discussion of a post-war agricultural 
policy for Germany. Although this is the main purpose of the book, over half of 
it analyses the development of German agriculture over the last eighty years, and 
there is a long discussion of agricultural policy from the days of Bismarck. Ina 
sense, this is the most valuable part of the book. There is, for instance, a useful 
factual survey of the Nazi attempt at agricultural autarky which reveals some 
interesting statistics regarding war production, although one misses any systematic 
account of the structure of agricultural planning. The final chapters of the book 
concerning appropriate post-war policy familiarise us with contemporary dis- 
cussion in Germany regarding the reconciliation of the maintenance of agri- 
cultural productivity with the desire for a reduction in the size of the agri- 
cultural holding for social reasons. Thus Professor Neuling, for instance, is 
sceptical of the economic wisdom of the ‘‘ Bodenreform ” in Eastern Germany. 
Sharing the reawakened interest in the works of v. Thiinen, the author outlines a 
“ Thiinen-Plan ” for German agricultural recovery, but in the reviewer’s opinion 
these proposals are probably of more interest to the agronomist than the economist, 
and their fulfilment depends upon the institution of a united Germany.] 


Prratx (C.). Die Grundlagen der Verkehrswirtschaft. Berlin : 
Springer, 1949. 10”. Pp. iv + 316. DM 36. 

[To be reviewed.] 

Rapsrucs (A.). Langfristige Auslandskredite. Ein Beitrag zur 
Problematik der internationalen Kapitalbewegungen. Tiibingen : 
J.C. B. Mohr, 1949. 94”. Pp. 224. 

[To be reviewed.] 
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Ruera (A.). Geldtypen und Geldordnungen. Stuttgart: Kolh- 
hammer, 1949. Pp. 352. DM 18. 

[In a thorough, well-documented and very scholarly investigation into 
‘* Geldtypen und Geldordnungen ”’ Dr. A. Rugina sets out to develop a system that 
he calls a “natural order of money,” and he maintains that without such a 
system the classical economic laws could not function. It remains an open 
question, whether economic laws, constituting firm bases upon which economic 
policies could be fixed, do really exist. However that may be, Dr. Rugina’s bold 
attempt is doomed to failure, because, unfortunately, the circle which he tries to 
square, cannot be squared. There will hardly be any disagreement about Dr. 
Rugina’s differentiation between “ natural” and “ artificial’? money, although 
experience with “‘ artificial’? money—especially as far as paper-money is con- 
cerned—does not strengthen the belief in the theories of the ‘‘ Nominalists,’’ who 
stick to the equation “‘ money is money ” irrespective of whether “‘ natural” or 
“ artificial.”” Yet the author’s assertion that the functions of ‘‘ natural ”’ mone 
as capital, savings or legal tender are only secondary, deriving from ‘“ natural ” 
money’s primary functions as a general circulating medium and a common 
denominator, are highly controversial. History seems to prove that it is the 
other way round. As this is the centre of Dr. Rugina’s theories, the conclusions 
at which he arrives are not too convincing A pragmatic rather than a theoretical 
approach to the complexity of monetary and currency problems is probably the 
only one which is likely to lead to a satisfactory solution. Despite his tremendous 
wealth of knowledge and his strictly logical method of thinking, Dr. Rugina is 
apparently unaware that even a monetary master-plan could not work “ according 
to plan ”’ unless it enjoys the nation’s unshakeable confidence, which in its turn 
depends primarily on political, moral and social ethics rather than on economic 
doctrines.] 


Italian. 


BERNARDINO (A.). L’opera di Luigi Einaudi. Saggio biblio- 
grafico. Padua: Cedam, 1950. Pp. xvi-+ 174. 9501. 

(This bibliography of the writings of Prof. Einaudi has been compiled by one of 
his pupils, and is published under the auspices of the Universita Bocconi of Milan. 
It extends over the whole period of his scientific activity from 1894 to his election 
as President of the Italian Republic in 1948. This is an impressive record which 
ranges over an immense variety of subjects. Hundreds of items are listed, 
including separate volumes (of these eight are recorded in the section on Public 
Finance alone), articles in periodicals and reviews; however, articles in the daily 
Press (to which he was a regular contributor for many years up to the advent of 
Fascism) are excluded, as are also his Italian correspondences to the London 
Economist. Besides, he was Editor of the Riforma Sociale (the economic bi- 
monthly review which rivalled and often excelled the Giornale degli Economisti, 
from which it was distinguished by its more historical and realistic approach) 
from 1903 till its suppression in 1935; subsequently he founded the Rivista di 
Storia Economica. The compiler contributes a short biography and an Intro- 
duction in which he outlines Professor Einaudi’s contributions in the fields of both 
theory and history and sketches his work and influence as a teacher.] 


Ermaupi (L.). Scienza economica ed economisti nel momento 
presente. Turin: G. Giappichelli, 1950. 10”. Pp. 37. 

[This is a farewell lecture, delivered on November 5, 1949, by the President of 
the Italian Republic before the University of Turin in which he himself, over a 
period of nearly sixty years, had been successively student and professor. He 
reviews the contrasts between the economics of his youth and that of to-day. In 
his youth the conflicts between schools of economic thought were sharp. To-day 
he sees no such acute divisions. Schools of thought differ in name rather than in 
substance and in method rather than in matter. All this is done with all the 
oa and authority that are commanded by a philosopher who has become the 

of his State.] 


D’Et1a (E.). Su alcuni metodi di calcolo della media aritmetica e 
della concentrazione nelle distribuzioni multiple di frequenza. Rome: 
Societa Italiana di Demografia e Statistica, 1949. 9}. Pp.30. 3001. 


is discussion of various methods of measuring concentration forms No. 3 in 
the series of monographs published by the Italian Society of Demography and 
Statistics.] 
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Indici e dati relativi ad investimenti in titoli quotati nelle borse 
italiane (1928-1949). Milan: Banca di Credito Finanziario “‘ Medio- 
banca,” 1949. 93’. Pp. 129. 


[This publication measures, company by company, the total stock-exchange 
valuation of its outstanding capital issues in each year since 1928, taking account 
of all issues of new shares, whether as bonus or at market prices. The purpose is 
to show how the investor has fared in each individual case through all the vicissi- 
tudes of depression, war and inflation. It is prepared by the staff of Mediobanca 
and includes headings and notes in English as well as other languages.] 


Le recenti svalutazioni monetarie e il commercio con |’estero 
dell’Italia. Genoa: Istituto di Economia Internazionale, 1949. 
94”. Pp. 91. 5001. 


[A study of the effects of recent currency devaluations upon the foreign trade 
of Italy, edited by Prof. Travaglini and prepared for the Chamber of Commerce 
of Genoa.] 


PatomBA (G.). Introduzione all’economica. Naples: Pellerano 
del Gaudio, 1950. 84’. Pp. xv + 340. 23001. 


[The author, who is a member of the Faculty of Economics and Commerce in 
Naples, here attempts a new synthesis of his thought which hitherto had appeared 
in scattered monographs and lectures. He begins with the problems of economic 
progress, and compares progress from the medieval through the mercantilist 
economy of the renaissance with progress under the present individualist forms 
and that likely to be achieved in future under the collectivist regimes which he 
forecasts. He ends with a group of chapters on the economy of the firm in which 
he sketches the mathematical theories of the subject. He hopes this introduction 
will open up a new field of research in which economists, accountants and mathe- 
maticians can collaborate.] 


Pari (G. U.). Préliminaires a |’étude des plans pour l’aprés-guerre. 
Rome: Institut International d’Agriculture, 1948. 9}. Pp. xv + 
306. 

[This is the French translation made in 1948 of the second Italian edition of 
Professor Papi’s analysis of the various post-war plans prepared in his own 
country and elsewhere. It is a great pity that this French edition should have 
appeared so late in the day, for the eight essays contained in it say much about 
fiscal and monetary theory and practice that was of contemporary importance in 
the immediate post-war period. In this country, as well as in France and Italy, 
we have learned the importance of Professor Papi’s distinction between “‘ specific ”’ 
inflation—a consequence of credit creation—and “generic” inflation—a con- 
sequence of ‘‘ induced ’’ changes such as wages pressure. His discussion of under- 
consumption and under-employment might appear to be rather unbalanced and 
rather out-of-date, as instanced by his examination of money subsidies to the 
unemployed as a cure for depressions. As one would expect, the sections on 
taxation policy are competently written. An English version of this pamphlet 
was noted in the Economic JouRNAL for June 1947.] 


Vinci (FELICE). Breve introduzioneall’economia. Second edition. 
Bologna : Cesare Zuffi, 1949. 94. Pp. 89. 5501. 


[A shortened introduction to economics which approaches the subject from the 
angle of national income, national accounting and income flows.] 


Dutch. 


Exsas (M. J.). Umriss einer Geschichte der Preisse und Léhne in 
Deutschland. Vol.2b. Leiden: A. W. Sijthoff’s Uitgeversmij, 1950. 
10}. Pp. vii + 138. Cloth fi. 12,50; paper fi. 10. 

(To be reviewed.] 

Report of the President of the Java Bank. Batavia: G. Kolff, 
1949. 93’. 


(This contains a useful record of economic progress and difficulties in Indo- 
nesia.] 
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VeERDOORN (P. J.). Grondslagen en Techniek van de Marktanalyse. 
Leiden: Stenfer Kroese, 1950. 9’. Pp. xi + 667. 


[To be reviewed.] 


VLEESCHHOUWER (J. E.). Economische Rekenvormen, Vols. I and 
II. ’s-Gravenhage: Martinus Nijhoff, 1949. 9}. Pp. 253 and 
xxviii + 316. Paper Gld. 19.80; Cloth Gld. 24.50. 


[To be reviewed.] 
Swiss. 


Ammann (H.). Die Frage der Bevorzugung der Konsumenten- 
Genossenschaften in der Besteuerung. Berne: Francke, 1949. 9}”. 
Pp. 98. S. fr. 7. 


(The descriptive part of this book is confined to Switzerland, but the general 
analysis (filling the last two-thirds of the em is of general interest, since the 
problems connected with the alleged preferential fiscal treatment of co-operatives 
are roughly similar to those encountered elsewhere. The inquiry brings out the 
complexities of the subject and the difficulties of a “‘ fair” fiscal treatment of 
consumers’ co-operatives. It is found that in some respects they do enjoy pre- 
ferential treatment under Swiss laws.] 


Brteter (E. P.). Uber die Messung der Einkommens-Konzentra- 
tion. Berne: Francke, 1949. 9’. Pp. 134. S. fr. 18. 


[In this study the new measures of inequality of income distribution worked 
out by Gini are applied to Basle income-tax data extending from 1888 to 1942. 
The chief results are (1) that the inequality of income distribution has diminished 
over the period, and (2) that the short-run changes are mainly due to the varia- 
tions of the incomes in the highest bracket. The study contains a large number 
of detailed statistical analysis and methodical appendices.] 


Frey (A.). Gewerbeverband und Gewerbepolitik im Kanton 
Basel-Stadt seit 1918. Berne: Francke, 1949. 9’. Pp. 223. 
S. fr. 18. 


[This book contains a history of the activities of the association representing 
small business—artisans, retailers, etc.—in Basle since 1918. The first part is 
descriptive, the second analyses such policies as regulation of competition in retail 
trade, excess capacity in retail trade, credit for small business, bidding for con- 
tracts by small builders, etc. The author defends the practice of “‘ collective 
bidding ”’ against the charge of being equivalent to a cartel and monopoly price 
by pointing to the limitations of the concept of “‘ free competition ’’ when applied 
to small urban artisans and craftsmen. He pleads for an extension of standardised 
accounting techniques in this field as an alternative to price control. The final 
verdict on these associations is that they have played a valuable and indispensable 
part.) 


Hunotp (A.). Die Schweizerischen Effektenbérsen. Zurich : 
Verlag des Schweizerischen Kaufmannischen Vereins, 1949. 8}’. 
Pp. xi+ 191. S. fr. 11. 


[The author was for many years Secretary of the Zurich Stock Exchange, and 
thus well placed for writing this standard work on Swiss Stock Exchange organisa- 
tion. The book contains interesting material on Stock Exchange restrictions 
imposed in Switzerland during the last war (pp. 121-53). The purpose of the 
book is to dispel some misconceptions which exist—even in Switzerland—on the 
economic effects of Stock Exchange “ speculation.”” The author is not very 
hopeful on future Stock Exchange prospects, in view of declining willingness to 
take risks and the increasing development towards a “‘ welfare state.”” A special 
chapter—contributed by Dr. Bieri—contains an application of a simple demand- 
and-supply analysis to the explanation of Stock Exchange quotations.] 


LEHMANN (Sytvra). Grundziige der schweizerischen Auswander- 
ungspolitik. Berne: Franck, 1949. 94’. Pp. 160. S. fr. 16. 


[A book which is interesting both for its general survey of economic effects of 
emigration as treated in previous literature as well as for the application of these 
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theories to the specific case of Switzerland. The general policy recommended for 
Switzerland is to encourage the emigration of qualified technicians and to maintain 
close links with Swiss Colonies abroad so as to utilise them for purposes of trade 
promotion. ] 

LEUTENEGGER (X.). Betriebswirtschaftliche und _ steuerliche 
Bewertung industrieller Liegenschaften. Berne: Francke, 1949. 8”. 
Pp. 126. S. fr. 9.50. 

(The first half of this book deals generally with problems of valuation and 
depreciation of assets in company balance sheets. The stress is throughout on 
the accounting problems involved rather than on the fiscal problems. In the 
second half, the results are applied to the specific cases of industrially used land, 
factory buildings, office buildings and workers’ houses owned by companies. The 
author inevitably finds a gulf between theoretical accounting requirements and 
company practice, as well as between company practice and fiscal regulations.] 


ScHNEIDER (K.). Die Entwicklung der aéusseren Kaufkraft des 
Frankens in den Jahren 1925-1938, unter besonderer Beriicksichtigung 
der Verhaltnisse zu Grossbritannien und den Vereinigten Staaten. 
Berne: Francke, 1949. 94’. Pp. xiv + 133. S. fr. 14.40. 


[To be reviewed.] 


Sratper (A.). Au-delé du capitalisme, du collectivisme et du 
dirigisme. Lausanne: Imprimeries Populaires, 1950. 9’. Pp. 336. 
[To be reviewed.] 


Wanner (K.). Die Schlichtung von kollektiven Arbeitsstreitig- 
keiten in der Schweiz. Berne: Francke, 1949. 9’. Pp. xi + 215. 
8. fr. 15. 

[This book deals with the development of public (cantonal) arbitration and 
mediation in labour disputes, covering the period up to 1943. It fills a gap since 
the latest description previously available was published in 1925. The voluntary 
nature of the Swiss arrangements is stressed, with the cantons merely acting as 
‘honest brokers ’’ bringing the two sides together. The author pleads for the 
supplementation of the present voluntary system by last-resort compulsory powers, 
in order to enable the state authorities to implement its employment and other 


economic policies.] 
Danish. 


ScunerpeR (E.). Investering og Rente. Copenhagen: Nyt 
Nordisk Forlag, Arnold Busck, 1944.- 10’. Pp. 147. 

(This book is on investment calculations, what the Germans call “ Wirt- 
schaftlichkeitsrechnung,” and the analysis centres round the concepts of Capital 
Value and Internal Rate of Return. Chapter I defines them, and Chapter II 
applies them to the problem of choosing the most advantageous of alternative 
investment projects. Chapter III discusses various important applications, in 
particular the problem of the economic life of equipment. The final chapter 
mentions the complications of reality (uncertainty and non-pecuniary considera- 
tions) and an Appendix explains the mathematical tools used. The book, which 
is intended for engineers as much as economists, is written with extreme lucidity 
and is probably one of the best treatments of the subject available.) 


Sveistrup (P. P.). Economic Principles of the Greenland Admini- 
stration before 1947. Copenhagen: C. A. Reitzels, 1949. 11”. Pp. 
215. Kr. 18.50. 

[A study of the Danish administration of Greenland.] 


Swedish. 


Vasa (F. G.) and Heoxsouer (E. F.). Sveriges Ekonomiska 
Historia. 2 vols. and diagrams and charts. Stockholm: Albert 
Bonniers, 1949. 103”. Pp. 894 + ixi + 58 + 46. 


[To be reviewed.] 
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Spanish. 


Torres (M. DE). Teorfa de la Politica Social. Madrid: Aguilar, 
83". Pp. xxiv + 314. 65 ptas. 


[To be reviewed.] 


Czechoslovakia. 


The Czechoslovak Economic Five-Year Plan. Prague: Czecho- 
slovak Ministry of Information and Public Culture, 1949. 8’. Pp. 66. 


[The text of the Five Year Plan Act with the speech of the Prime Minister 
—Mr. Z&épotocky—in presenting it.] 


Official. 


BrIrisH. 


The Australian Potato Industry. Canberra: Bureau of Agri- 
cultural Economics, 1949. 8}. Pp. 67. 

[A very thorough study by the Commonwealth Bureau of Agricultural Economics 
which deals with all aspects of production, area of production and their trends, 
consumption with long- and short-term trends, transport, marketing and control, 
the experiences of other countries in this field, foreign trade, costs, mechanisation. 
It then goes on to a very thorough survey of the outlook for the future. It contains 
a large amount of useful statistical material.] 


DIRECTORATE OF ECONOMICS AND STATISTICS, MINISTRY OF AGRI- 

CULTURE. Delhi: 1949: 

Abstract of Agricultural Statistics of India, 1936-37 to 1945-46. 9}”. 
Pp. xx + 533. 

Co-operative Farming. 10”. Pp. 31. 1s. 

Crop Calendar. 11’. Pp. 55. 

Estimates of Area and Yield of Principal Crops in Undivided India, 
1936-37 to 1945-46. Pp. 88. 5s. 6d. 

Indian —— Statistics, Summary Tables for Provinces 1944- 
45 to 1946-47. 13”. . 19. 

Indian Coffee Statistics 1941-42 and 1942-43. 93”. Pp.13. 1s. 9d. 

Indian Food Statistics. 10”. -Pp. xi + 115. 

India’s Forest and the War. 13”. Pp. 111. 5s. 6d. 

Jute Statistics. 10’. Pp. 21. 


Matches. Investigation into an Alleged Combine in the Manu- 
facture, Distribution and Sale of Matches. Ottawa: Department of 
Justice, 1949. 93”. Pp. 134. 25 cents. 


[A detailed and very fully documented investigation by the Commissioner 
under the Combines Investigation Act into an alleged combine in the manufacture, 
distribution and sale of matches in Canada.] 


NanJunpDaAN (S.). Indiansin Malayan Economy. Delhi: Manager 
of Publications, 1950. 93”. Pp. 57. 2s. 9d. 


[This study was prepared by Mr. 8. Nanjundan of the Office of the Economic 
Adviser to the Government of India. It deals with the basic features of the 
Malayan economy, the effect and reasons of Indian em eng to Malaya, its 
various stages, the volume of Indian investment in Malaya, followed by the 
author’s conclusions based on the survey. Before the war there were some 750,000 
Indians in Malaya. Recently their numbers have dropped to about 600,000. 
Most of them are labourers in the rubber plantations, where their average stay 
was about three years. But their life and security has been greatly affected by 
depressions as well as war. It is suggested that some combination of subsistence 
farming with work on the estates would improve security. Before the war, 
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Indians were practically unorganised. Recently there has been a rapid growth of 
unionism and collective agreements are now negotiated.] 


Note and the Explanatory Memorandum on the Budget for 1359 F. 
Hyderabad-Deccan : Government Press, 1949. 13’. Pp. xii + 64. 

[This includes a great deal of statistical material dealing with the State of 
Hyderabad.] 


Pakistan. Report to the Food and Agriculture Organisation of the 
United Nations. Karachi: Ministry of Food, Agriculture and Health, 
1949. 84’. Pp. 32. 


[A report on the general economic position of Pakistan and on its resources for 
agriculture, forestry and fisheries, prepared for F.A.O. It contains useful statis- 
tical and factual information, especially with regard to food and population 
problems of the country.] 


Queensland Year Book 1948. No. 9. Brisbane: Government 
Statistician’s Office, 1949. 84’. Pp. xi-+ 403. Cloth 3s. Paper 2s. 


[A new edition of this now familiar and well-established yearbook. It has 
new material covering, amongst other things, the working of the new Wheat 
Stabilisation Plan and the industrial distribution of the Queensland working 
population at the time of the 1947 census.] 


RoyaL CoMMIssION ON PopuLaTION. Vol. III. Report on the. 
Economics Committee. London: H.M. Stationery Office, 1950. 
93”. Pp. 64. Is. 6d. 


[To be reviewed.] 


Statistical Handbook of the Sheep and Wool Industry. Canberra : 
Bureau of Agricultural Economics, Department of Commerce and Agri- 
culture, 1949. 13”. Pp. viii + 105. 


[A full statistical record of the production and marketing of wool in Australia.} 


Trrmuss (R. M.). Problems of Social Policy. History of the 
Second World War United Kingdom Civil Series, Edited by W. K. 
Hancock. London: H.M. Stationery Office and Longmans, Green, 
1950. 94”. Pp. xi+ 596. 25s. 

[To be reviewed.] 


Union oF South Arrica. Social and Economic Planning Council. 
Fourth Annual Report for the Year ended 30th September, 1948. 
Pretoria : Government Printer, 1949. 94”. Pp. 22. 3s. 


[A record of the recent activities of the Social and Economic Planning Council 
of the Union of South Africa, to which is appended a short factual and statistical 
survey of South African economic conditions during the last quarter of 1947 and 
the first three quarters of 1948.] 


Union oF Soutn Arrica. Third Annual Report of the Registrar 
of Banks for the Period ended 3lst December, 1948. Pretoria : 
Government Printer, 1949. 13”. Pp. 41. 5s. 9d. 

[A statistical summary of the assets and liabilities of commercial banks and 


certain other banking institutions in the Union of South Africa, preceded by a 
short survey of legislation and rulings which affect banks registered in the Union.] 


AMERICAN. 


1949 Survey of Consumer Finances. Washington, D.C.: Board of 
Governors of the Federal Reserve System, 1949. 10’. Pp. 124. 

[This survey of Consumer Finances, prepared by a group in the University of 
Michigan, reprints eight articles that have appe in the Federal Reserve 
Bulletin. They cover such questions as consumer incomes, expenditures on 
durables, ownership and use of liquid assets, expenditure on housing and house- 
building, on automobiles, and finally saving and purchase of stock and bonds.] 
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UnireD STATES DEPARTMENT OF COMMERCE. The Balance of 
International Payments of the United States, 1946-1948. United 
States: Government Printing Office, 1950. 9”. Pp. viii + 275. 
55 cents. 


[This is a very useful statistical and factual account of all the many compo- 
nents of the U.S. balance of payments over the years 1946, 1947 and 1948. It 
discusses in considerable detail the amounts of imports from Europe and other 
areas under each main head and analyses the reason for increases or decreases and 
the relations of import to domestic output and consumption. It is to be regretted 
that little attempt is made to measure, by revaluation, the changes in volumes as 
distinct from values, or to compare volumes so calculated with pre-war volumes, 
One section attempts to relate the totals of imports, in broad categories and for 
continents, for the years since 1939 to hypothetical total imports calculated from 
the relation of imports to the gross national products over the years 1921-38. 
This shows, as was to be expected, a very considerable deficiency of present imports. 
It is a pity that the report does not go on to discuss more fully the underlying 
factors and the significance and permanence of structural changes in the U.S. 
economy in so far as they affect imports.] 


SoutH AMERICAN. 


Memoria anual. Décimocuarto ejercicio, 1948. Buenos Aires : 
Ministerio de Finanzas de la Nacién, Banco Central de la Republica 
Argentina, 1949. 94’. Pp. 98. 

[The fourteenth annual report of the Central Bank of the Argentine Republic. 
It includes information concerning the Argentine economy in 1948; the balance 
of payments and the exchange system; foreign trade; bank credits and opera- 
tions; the relation of the Central Bank to the other banks; and the stock market.]} 


MINISTERIO DE AGRICULTURA ¥ GaNaDER{A. Conservacién de 
Granos y Almacenamiento en Silos Subterréneos. Buenos Aires: 


Direccién General de Fomento Agricola, 1949. 10”. Pp. 222. 


[A report prepared by the Director General of Agricultural Development of 
the Ministry of Agriculture and Livestock. It describes the experimental work 
which has been undertaken since 1941 on the conservation and storage of grain in 
subterranean silos.] 


MINISTERIO DE AGRICULTURA Y GANADERIA. Razas Lecheras y 
Seleccién Racional. By R. GioreL~Lo. Buenos Aires: Direccién de 
Informaciones, 1950. 9’. Pp. 72. 

(This small pamphlet on the selection of dairy cattle is the first of a series 


which the information department of the Argentine Ministry of Agriculture and 
Livestock is planning to publish on many different aspects of dairy farming.] 


Programa para la estimacién del Ingreso Nacional de Colombia. 
Bogota, Columbia : Grupo del Ingreso Nacional, 1949. 124”. Pp. 61. 
[A mimeographed copy of a plan for estimating the national income of Colum- 


bia, prepared by the National Income Group of the Bank of the Columbian 
Republic.]} 


Dotcu. 

Poxak (F. L.). De Problematiek der Welvaartsplanning en haar 
Ontwikkeling in de buitenlandse Litteratuur. The Hague: Centraal 
Planbureau, 1949. 94. Pp. 62. 


[A study of the development of thought about the planned economy, mainly 
in England and America.] 


TINBERGEN (J.). Government Budget and Central Economic 
Plan. The Hague: Central Planning Bureau, 1949. 93”. Pp. 11. 


[A short summary in English and French of the main features, techniques and 
interrelations of the economic plan and the budget in the Netherlands.] 
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TINBERGEN (J.). Welke mogelijkheden en middelen bestaan er 
tot het in evenwicht brengen van de betalingsbalans van Nederland na 
afloop van de Marshall-hulp onder gelijktijdig streven naar een over- 
wegend vrijer internationaal handelsen betalingsverkeer? The Hague : 
Central Planbureau, 1949. 93”. Pp. 53. 

[An interesting and authoritative study of the trade and balance-of-payments 
problems of the Netherlands.] 


STulJVENBERG (J. H. van) (Ed.). Het Centraal Bureau een 
Coéperatief Krachtveld in de Nederlandse Landbouw, 1899-1946, 
Rotterdam : Central Bureau, 1949. 104’. Pp. xxxvi + 520. 

[This is a history, sponsored by the Netherlands Economic Institute, of the 
Central Purchasing Agency of the Dutch agricultural co-operative movement. 
In the 1880s co-operation was the Dutch farmers’ answer to the dislocation caused 
by cheap American grain imports. One of the principal activities of co-operatives 
was bulk purchasing, for which the ‘‘ Centraal Bureau ’’ was founded in 1899. 
Against severe foreign and home competition on the unprotected Dutch market it 
captured a strong position in such trades (all described in detail) as fertilisers, 
fodder, coal, seeds, insecticides, etc., and farm implements. Its objectives were 
better quality and lower prices, which were attained by reviving competition in 
these markets. In 1938 69% of Dutch farmers were members of purchasing 
co-operatives; in that year the “‘ Centraal Bureau ”’ also took up selling, especially 
of grain and potatoes. Because of its broad scope and the importance of its 
subject, this volume is a valuable contribution to the recent history of Dutch 
farming.] 


LUXEMBOURGIAN. 

Statistiques économiques luxembourgeoises, résumé_retrospectif, 
August 1949. Service d’Etudes et de Documentation Economiques. 
Luxembourg: Ministére des Affaires Economiques, 1949. 114”. 
Pp. xv + 311. 


[This handsome volume, which in format and printing types shows its affinity 
to the publications of the United Nations and our own Digests and Abstracts, 
presents the main statistics of Luxembourg. Wherever possible—and that is in 
most cases—it gives a long run of figures, going back to the last century in many 
instances, and usually to the early 1920s. It covers all the main fields of economic 
activity.] 


HUNGARIAN. 

Laszlé Rajk and his Accomplices before the People’s Court. Buda- 
pest, 1949. 8”. Pp. 319. 

[A procés verbal, issued from the State Prosecutor’s Office, Budapest, of the 


trial before the People’s Court of Laézlé6 Rajk and others for attempts to over- 
throw the democratic order of Hungary and other crimes.] 


R. Vogeler, E. Sanders and their Accomplices before the Criminal 
Court. Budapest: Hungarian State Publishing House, 1950. 8”. 
Pp. 309. 

(This is the official record, published from the Office of the State Prosecutor 
in Budapest, of the trial of Imre Geiger and associates, charged with espionage and 
other crimes.] 


International. 


International Bank for Reconstruction and Development. Fourth 
Annual Report, 1948-1949. Washington D.C.: International Bank, 
1949. 11”. Pp. 56. 


(This annual report includes sections discussing the réle of the Bank, the nature 
and practical problems of economic development, the European Recovery Pro- 
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gramme and the loan activities and other operations of the Bank during the past 
year.] 


INTERNATIONAL LaBouR OrFick. Wages and Payroll Statistics. 
Geneva and London: International Labour Office, 1949. 93”. Pp. 
176. 5s. 

[A report prepared for the Seventh International Conference of Labour 
Statisticians held in September 1949. It is principally concerned with the 

roblems of evolving statistics that are comparable as between different countries 
th in coverage and definition.] 


Year Book of Labour Statistics, 1947-48. Tenth Issue. Geneva 
and London : International Labour Office, 1949. 12”. Pp. xv + 303. 
15s. 


[This tenth annual issue includes new tables on social security.] 


Unttep Nations. The Economic and Social Council. Reference 
Pamphlet No. 2. Lake Success: United Nations, 1949. 8”. Pp. 
iv +100. 15 cents. 

[An account of the structure and functions of the Economic and Social Council 
and of its work.] 


Economic Survey of Latin America 1948. Lake Success: United 
Nations (London : H.M. Stationery Office), 1950. 9”. Pp. xx + 279. 
15s. 

[This regional survey was undertaken at the request of the Economic Com- 
mission for Latin America and is the first comprehensive review of the economic 
structure in that region issued by the secretariat of the Commission. It reviews 
trends in production, covering manufacturing, construction, mining and agri- 
culture, the broad changes of populations, transport and trade and finally discusses 
the problems of balances of payments and the relations of Latin America to 
European recovery.] 


The Effects of Taxation on Foreign Trade and Investment. Lake 
Success: United Nations (London: H.M. Stationery Office), 1950. 
9”. Pp. 87. 3s. 9d. 

[A study prepared for the Social and Economic Council of the United Nations by 
the Fiscal Division of the Department of Economic Affairs. It deals with the 
contributions of taxes on foreign trade and investment to government revenues, 
especially in under-developed countries, the importance of taxes in directing the 
flow of goods and capital, the various types of tax barriers and tax incentives in 
the foreign trade field, the effects of double taxation and the attempts to eliminate 
it.] 

How the United Nations Began. Lake Success: United Nations, 
1949. 73”. Pp. 28. 15 cents. 

[This is the first of a series of pamphlets on the United Nations and its Agencies 
for use in schools.] 


The International Trusteeship System and the Trusteeship Council. 
Reference Pamphlet No. 3. Lake Success: United Nations, 1949. 
74”. Pp. iii + 59. 15 cents. 

[A short and somewhat bald catalogue of the work and achievements of the 
Trusteeship System.] 


Methods of Financing Economic Development in Under-developed 
Countries. Lake Success: United Nations (London : H.M. Stationery 
Office), 1949. 9’. Pp. 163. 9s. 

[To be reviewed.] 
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Public Finance Information Papers. Egypt. Lake Success : 
United Nations, 1949. 104”. Pp. 31. 

(This Information Paper is in a new series, following on the publication of 
Public Finance Data in 1948-49. Its purpose is to present the conditions of public 
finance in selected territories with due consideration to economic development 
programmes. ] 


Recent Developments in the World Economic Situation. Lake 
Success : United Nations (London : H.M. Stationery Office), 1949. 11”. 
Pp. 48. 3s. 

[This brings up to date the World Economic Report, 1948.] 


Relative Prices of Exports and Imports of Under-developed Coun- 
tries. Lake Success: United Nations, 1949. 9”. Pp. 156. $1.00. 


[To be reviewed.] 


Review of International Commodity Problems 1949. Lake Success : 
United Nations (London: H.M. Stationery Office), 1950. 11’. Pp. 
viii + 76. 4s. 6d. 

[This third annual review deals first with the general problems that have arisen 
since the war: the restoration of production in areas of devastation; the over- 
taking of arrears of demand and of stock shortages; the effects of increased 
bilateral trading; the reduction in the field covered by international allocation. 
It goes on to the immediate current problems of international consultation and 
action : the wheat agreement; the tea agreement; the work of the Sugar Council, 
the Study Groups covering rubber, wool, tin; other more general activities of 
F.A.O., I.T.O. and the various United Nations Commissions. Finally, there is a 
valuable series of short surveys of the main commodities, with most of the essential 
statistics.] 


Statistical Yearbook, 1948. First issue. Lake Success: United 
Nations (London : H.M. Stationery Office), 1949. 114”. Pp.481. 40s. 

(This is the first issue of a new United Nations Statistical Yearbook which will 
in future appear annually. It continues the work, and has a slightly broader 
coverage than the Statistical Yearbook of the League of Nations which ceased 
production in 1945.] 


The Will to Co-operate. A discussion guide on the General 
Assembly. Lake Success: United Nations, 1949. 8”. Pp. 29. 15 
cents. 

[Brief popular notes on the work of the General Assembly.] 


World Fiber Review 1949. Washington D.C.: Food and Agri- 
culture Organization of the United Nations, 1949. 11”. Pp. 118. 
50 cents. 

[In 194849 the current supply of wool, jute and silk had again to be supple- 
mented from stocks, but cotton production for the first time since the war 
exceeded consumption. The consumption of all fibres rose to 94% of the 1934-38 
average, but the per head consumption remains about 15% below the level of the 
last pre-war season. This volume presents and analyses all the basic statistics 
for each of the principal fibres, and discusses the world trade and home con- 
sumption of textiles.] 


World Statistical Congress. Proceedings of the International 
Statistical Conferences, Vol. Il. Edited by W. J. Bruce. Lake 
Success: United Nations, 1949. 94’. Pp. 275. 

[This contains the papers or addresses prepared for the World Statistical 
Congress convened at the suggestion of the Economic and Social Council and held 
in Washington during March 1947. There are some thirty papers in all, covering 
the statistical work of the United Nations, its specialised agencies, statistical 
developments in different countries (Mr. Stafford of the Board of Trade describes 
those in the United Kingdom), international comparability, the comparability of 
national income statistics and the special problems of demographic statistics. ] 
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1948 Yearbook of Food and Agricultural Statistics. Vol. I, 
Production. Washington D.C.: Food and Agriculture Organization 
of the United Nations, 1949. 11’. Pp. xviii + 283. $3.50. 

[This invaluable work, produced for F.A.O. presents tables of output of com- 
modities on a comparable basis, building up to totals for continents and the world. 
A further series of tables shows the full agricultural activities and output of each 
nation in turn.] 


Unitep Nations ConcrLiaTIoN COMMISSION FOR PALESTINE. 
Final Report of the United Nations Economic Survey Mission for the 
Middle East. Part I. The Final Report and Appendices. Pp. 
viii + 102. 7s. 6d. Part II. The Technical Supplement. Pp. 
vi + 74. 6s. Lake Success: United Nations, 1949. 11”. 


[To be reviewed.] 
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